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PROPANE  EDUCATION  AND  RESEARCH 


WEDNESDAY,  JUNE  8,  1994 

House  of  Representatives, 
Committee  on  Energy  and  Commerce, 
Subcommittee  on  Energy  and  Power, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
2123,  Rayburn  House  Office  Building,  Hon.  Philip  R.  Sharp  (chair- 
man) presiding. 

Mr.  Sharp.  The  subcommittee  will  please  come  to  order. 

Two  important  objectives  of  the  Energy  Policy  Act  of  1992  are: 
One,  to  conserve  energy  and  use  it  more  efficiently;  and,  two,  to  re- 
duce the  costly  rise  in  U.S.  oil  imports.  Meeting  these  objectives  re- 
quires commitments  not  only  to  programs  for  traditional  energy 
sources  like  oil,  natural  gas,  and  electricity,  but  also  to  emerging 
alternative  fuels  like  propane. 

H.R.  3546,  the  Propane  Education  and  Research  Act  of  1993,  in- 
troduced last  November  by  Representative  Billy  Tauzin,  would 
allow  the  propane  industry  to  establish  an  industry  self-help  pro- 
gram known  as  a  check-off.  Under  the  check-off  program,  a  small 
fraction  of  the  sales  price  of  propane  would  be  set  aside  and  for- 
warded to  a  specially  created  industry  board  to  fund  programs  in 
the  areas  of  research  and  development,  marketing,  safety,  edu- 
cation and  training. 

Research  programs  obviously  play  a  key  role  in  improving  exist- 
ing technology  as  well  as  advancing  new  technologies.  Without  in- 
vestment in  R&D,  propane  consumers  may  not  realize  the  possible 
benefits  from  more  efficient  appliances  and  equipment,  the  chances 
for  increased  utilization  become  small,  and  as  a  result  our  depend- 
ence on  imported  oil  remains  the  same.  Previously  many  of  us 
worked  to  achieve  fuel  neutrality  so  that  fuels  like  propane  with 
smaller  market  shares  could  have  an  equal  chance  in  the  market- 
place. 

Currently,  there  is  no  Federal  program  for  propane  and  the  pro- 
pane industry  has  no  regulatory  system  which  would  allow  it  to  es- 
tablish programs.  Other  fuels,  however,  do  have  Federal  programs, 
subsidies  or  tax  rates  as  well  as  programs  funded  in  part  by  con- 
sumers which  effectively  target  that  specific  fuel. 

For  example,  the  Gas  Research  Institute  receives  support  in  part 
via  a  mechanism  approved  by  the  Federal  Energy  Regulatory  Com- 
mission as  well  as  funding  approved  by  State  regulatory  agencies. 

In  addition,  significant  Federal  funds  are  annually  appropriated 
for  coal,  solar,  wind,  natural  gas,  oil,  electricity  and  other  pro- 
grams. 

(1) 


T  do  want  to  make  it  clear  that  I  continue  to  believe  that  we 

Tnerg^  efficiency  and  help  reduce  our  dependence  on  imported  oil. 
I  look  forward  to  hearing  from  our  witnesses  . 

With  tS  I  am  delighted  to  recognize  the  distinguished  author 

of  the  bill.  _, 

[Testimony  resumes  on  p.  lb. J 
[The  text  of  H.R.  3546  follows:] 
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H.  R.  3546 


To  provide  for  the  establishment  of  a  program  for  safety,  development,  and 
education  in  the  propane  gas  industry  for  the  benefit  of  propane  consum- 
ers and  the  public,  and  for  other  purposes. 


IN  THE  HOUSE  OF  REPRESENTATIVES 

November  19,  1993 

Mr.  Tauzin  (for  himself,  Mr.  Oxley,  Mrs.  Fo^^T,ER,  Mr.  English  of  Okla- 
homa, Mr.  Jefferson,  Mr.  S^^TH  of  New  Jersey,  Mr.  Upton,  Mr. 
Jacob,  Mr.  Barcia  of  Michigan,  Mr.  Bachus  of  Alabama,  Mr.  Bevill, 
Mr.  Oilman,  Mr.  Stump,  Mr.  Dickey,  Mr.  Hancock,  Mr.  McCrery, 
Mr.  Intioff,  Mr.  Payne  of  Virginia,  Mr.  Emerson,  Mr.  Skelton,  Mr. 
Lancaster,  Mr.  Bryant,  and  Mr.  Bishop)  introduced  the  following  bill; 
which  was  referred  jointly  to  the  Committees  on  Energy  and  Commerce 
and  Science,  Space,  and  Technology 


A  BILL 

To  provide  for  the  establishment  of  a  program  for  safety, 
development,  and  education  in  the  propane  gas  industry 
for  the  benefit  of  propane  consumers  and  the  public, 
and  for  other  puiposes. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  "Propane  Education 

5  and  Research  Act  of  1993". 


2 

1  SEC.  2.  FINDINGS. 

2  The  Congress  finds  that — 

3  (1)  propane  gas,  or  Hquefied  petroleum  gas,  is 

4  an  essential  energy  commodity  providing  heat,  hot 

5  water,  cooking  fuel,  and  motor  fuel  among  its  many 

6  uses  to  millions  of  Americans; 

7  (2)  the  use  of  propane  is  especially  important  to 

8  rural  citizens  and  farmers,  offering  an  efficient  and 

9  economical  source  of  gas  energy; 

10  (3)  propane  has  been  recognized  as  a  clean  fuel 

11  and  can  contribute  in  many  ways  to  reducing  the 

12  pollution  in  our  cities  and  towns;  and 

13  (4)  propane  is  primarily  domestically  produced 

14  and  its  use  provides  energy  security  and  jobs  for 

15  Americans. 

16  SEC.  3.  DEFINITIONS. 

17  For  the  purposes  of  this  Act — 

18  (1)    the   term    "Council"    means   the   Propane 

19  Education  and  Research  Council  created  pursuant  to 

20  section  4  of  this  Act; 

21  (2)  the  term  "industry"  means  those  persons 

22  involved  in  the  production,  transportation,  and  sale 

23  of  propane,  and  in  the  manufacture  and  distribution 

24  of   propane   utilization    equipment,    in    the    United 

25  States; 
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1  (3)    the    term    "industry    trade    association" 

2  means  an  organization  exempt  from  tax,  under  sec- 

3  tion  501(c)(3)  or  (6)  of  the  Internal  Revenue  Code 

4  of  1986,  representing  the  propane  industry; 

5  (4)   the  term  "odorized  propane"   means  pro- 

6  pane  which  has  had  odorant  added  to  it; 

7  (5)  the  term  "producer"  means  the  owner  of 

8  the  propane  at  the  time  it  is  recovered  at  a  manu- 

9  facturing  faciUty; 

10  (6)  the  term  "propane"  means  a  hydrocarbon 

11  whose  chemical  composition  is  predominantly  C^Hs, 

12  whether  recovered  from  natural  gas  or  crude  oil; 

13  (7)  the  term  "public  member"  means  a  member 

14  of  the  Council,  other  than  a  representative  of  pro- 

15  ducers  or  retail  marketers,  representing  significant 

16  users  of  propane,  public  safety  officials,  academia, 

17  the  propane  research  community,  or  other  groups 

18  knowledgeable  about  propane; 

19  (8)  the  term  "qualified  industry  organization" 

20  means  the  National  Propane  Gas  Association,  the 

21  Gas  Processors  Association,  a  successor  association 

22  of  such  associations,  or  a  group  of  retail  marketers 

23  or  producers  who  collectively  represent  25  percent  of 

24  the   volume    of  propane    sold    or   produced    in    the 

25  United  States; 
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1  (9)  the  term  "retail  marketer"  means  a  person 

2  engaged  primarily  in  the  sale  of  odorized  propane  to 

3  the  ultimate  consumer  or  to  retail  propane  dispens- 

4  ers; 

5  (10)  the  term  "retail  propane  dispenser"  means 

6  a  person  who  sells  odorized  propane  to  the  ultimate 

7  consumer  but  is  not  engaged  primarily  in  the  busi- 

8  ness  of  such  sales;  and 

9  (11)  the  term  "Secretary"  means  the  Secretary 

10  of  Energy. 

1 1  SEC.  4.  REFERENDA. 

12  (a)  Creation  of  Program. — The  Secretary  shall 

13  conduct  a  referendum  as  soon  as  possible  among  produc- 

14  ers  and  retail  marketers  to  authorize  the  creation  of  the 

15  Propane  Education  and  Research  Council  and  the  levying 

16  of  an  assessment  on  odorized  propane.  Voting  rights  in 

17  such  referendum  shall  be  based  on  the  volume  of  propane 

18  sold  or  produced  in  the  previous  calendar  year  or  other 

19  representative  period.  Upon  approval  of  those  persons  rep- 

20  resenting  two-thirds  of  the  total  volume  of  propane  voted 

21  in  the  retail  marketer  class  and  two-thirds  of  all  propane 

22  voted  in  the  producer  class,  the  Secretary  shall  issue  an 

23  order  establishing  the  Council.  All  persons  voting  in  the 

24  referendum  shall  certify  to  the  Secretary  the  volume  of 

25  propane  represented  by  their  vote. 

•HR  3S46  IH 
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1  (b)  Termination. — On  the  Secretary's  own  initia- 

2  tive,  or  on  petition  of  the  Council  or  of  producers  and  re- 

3  tail  marketers  representing  35  percent  of  the  volume  of 

4  propane  in  each  class,  the  Secretary  shall  hold  a  referen- 

5  dum  to  determine  whether  the  industry  favors  termination 

6  or  suspension  of  the  order  issued  under  subsection  (a). 

7  Termination  or  suspension  shall  not  take  effect  unless  it 

8  is  approved  by  persons  representing  more  than  one-half 

9  of  the  total  volume  of  odorized  propane  in  the  retail  mar- 

10  keter  class  and  more  than  one-half  of  the  total  volume  of 

1 1  propane  in  the  producer  class. 

12  SEC.  5.  PROPANE  EDUCATION  AND  RESEARCH  COUNCIL. 

13  (a)  Appointment  of  Members. — Upon  issuance  of 

14  an  order  by  the  Secretary  under  section  4(a)  establishing 

15  the  Propane  Education  and  Research  Council,  the  Sec- 

16  retary  shall  select  all  retail  marketer  and  producer  mem- 

17  bers  of  the  Council  from  a  list  of  nominees  submitted  by 

18  qualified  industry  organizations.  Nominees  need  not  be 

19  members  of  a  qualified  industry  organization.  The  public 

20  members  of  the  Council  shall  be  appointed  by  the  Sec- 

21  retary.  Vacancies  in  unfinished  terms  of  Council  members 

22  shall  be  filled  in  the  same  manner  as  were  the  original 

23  appointments. 

24  (b)  Representation. — In  making  nominations  and 

25  appointments  to  the  Council,  the  qualified  industry  organi- 
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6 

1  zations  and  the  Secretary  shall  give  due  regard  to  selecting 

2  a  Council  that  is  representative  of  the  industry,  including 

3  representation  of — 

4  (1)  gas  processors  and  oil  refiners  among  pro- 

5  ducers; 

6  (2)  interstate  and  intrastate  operators  among 

7  retail  marketers; 

8  (3)  large  and  small  companies  among  producers 

9  and  retail  marketers;  and 

10  (4)  diverse  geographic  regions  of  the  country. 

11  (c)  Membership. — The  Council  shall  consist  of  21 

12  members,  with  9  members  representing  retail  marketers, 

13  9  members  representing  producers,  and  3  public  members. 

14  Other  than  the  public  members.  Council  members  shall  be 

15  full-time  employees  or  owners  of  businesses  in  the  indus- 

16  try.  No  employee  of  a  qualified  industry  organization  or 

17  other  industry  trade  association  shall  serve  as  a  member 

18  of  the  Council,  and  no  member  of  the  Council  may  serve 

19  concurrently  as  an  officer  of  the  Board  of  Directors  of 

20  a  qualified  industry  organization  or  other  industry  trade 

21  association.  Only  one  person  at  a  time  from  any  company 

22  or  its  affiliate  may  serve  on  the  Council. 

23  (d)  Compensation. — Council  members  shall  receive 

24  no  compensation  for  their  services,  nor  shall  Council  mem- 

25  bers  be  reimbursed  for  expenses  relating  to  their  service, 
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1  except  that  public  members,  upon  request,  may  be  reim- 

2  bursed  for  reasonable  expenses  directly  related  to  their 

3  participation  in  Council  meetings. 

4  (e)  Terms. — Council  members  shall  serve  terms  of 

5  3  years  and  may  serve  not  more  than  2  full  terms.  Mem- 

6  bers  filling  unexpired  terms  may  serve  not  more  than  a 

7  total  of  7  years.  Former  members  of  the  Council  may  be 

8  returned  to  the  Council  if  they  have  not  been  members 

9  for  a  period  of  2  years.  Initial  appointments  to  the  Council 

10  shall  be  for  terms  of  1,  2,  and  3  years,  staggered  to  pro- 

1 1  vide  for  the  election  of  7  members  each  year. 

12  (f)  Functions. — The  Council  shall  develop  programs 

13  and  projects  and  enter  into  contracts  or  agreements  for 

14  implementing  this  Act,  including  programs  to  enhance 

15  consumer  safety,  to  provide  for  research  and  development 

16  of  clean  and  efficient  propane  utilization  equipment,  to  in- 

17  form  and  educate  the  public,  to  develop  and  preserve  mar- 

18  kets  for  propane,  and  to  provide  for  the  payment  of  the 

19  costs  thereof  with  funds  collected  pursuant  to  this  Act. 

20  The  Council  shall  coordinate  its  activities  with  industry 

21  trade  association  and  others  as  appropriate  to  provide  effi- 

22  cient  delivery  of  services  and  to  avoid  unnecessary  duplica- 

23  tion  of  activities. 

24  (g)  Administration. — The  Council  shall  select  from 

25  among  its  members  a  Chairman  and  other  officers  as  nec- 
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1  essary,  may  establish  committees  and  subcommittees  of 

2  the  Council,  and  shall  adopt  rules  and  bylaws  for  the  con- 

3  duct  of  business  and  the  implementation  of  this  Act.  The 

4  Council  shall  establish  procedures  for  the  solicitation  of 

5  industry  comment  and  recommendations  on  any  signifi- 

6  cant  plans,  programs,  and  projects  to  be  funded  by  the 

7  Council.  The  Council  may  establish  advisory  committees 

8  of  persons  other  than  Council  members. 

9  (h)  EMPLOYEES;  ADMINISTRATIVE  EXPENSES. — The 

10  Council  may  employ  a  person  to  serve  as  Chief  Executive 

11  Officer  and  such  other  employees  as  it  considers  nec- 

12  essary.  The  Council  shall  determine  the  compensation  and 

13  duties  of  each  employee,  and  shall  protect  the  handling 

14  of  Council  funds  through  fidelity  bonds.  The  administra- 

15  tive  expenses  of  operating  the  Council  shall  not  exceed  10 

16  percent  of  the  funds  collected  in  any  fiscal  year. 

17  (i)  Budget. — Before  August  1  each  year,  the  Coun- 

18  cil  shall  publish  for  industry  review  and  comment  a  budget 

19  plan  for  the  next  calendar  year,  including  the  probable 

20  costs  of  all  programs,  projects,  and  contracts  and  a  rec- 

21  ommended  rate  of  assessment  sufficient  to  cover  such 

22  costs.  Following  this  review  and  comment,  the  Council 

23  shall  submit  the  proposed  budget  to  the  Secretary.  The 

24  Secretary  shall  recommend  any  changes  the  Secretary  con- 
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1  siders  appropriate  to  the  budget  after  an  opportunity  for 

2  public  comment. 

3  (j)  RECORDS;  AUDITS. — The  Council  shall  keep  min- 

4  utes,  books,  and  records  that  clearly  reflect  all  of  the  acts 

5  and  transactions  of  the  Council  and  regularly  report  such 

6  information  to  the  Secretary,  along  with  such  other  infor- 

7  mation  as  the  Secretary  may  require.  The  books  of  the 

8  Council  shall  be  audited  by  a  certified  public  accountant 

9  at  least  once  each  fiscal  year  and  at  such  other  times  as 

10  the  Council  may  designate.  Copies  of  such  audit  shall  be 

1 1  provided  to  the  Secretary,  all  members  of  the  Council,  all 

12  qualified  industry  organizations,  and  to  other  members  of 

13  the  industry  upon  request.  The  Secretary  shall  receive  no- 

14  tice  of  meetings  and  may  require  reports  on  the  activities 

15  of  the  Council,  as  well  as  reports  on  compliance,  violations, 

16  and  complaints  regarding  the  implementation  of  this  Act. 

17  (k)  Reimbursement  of  Federal  Expenses. — 

1 8  From  assessments  collected,  the  Council  shall  annually  re- 

19  imburse  the  Secretary  for  costs  incurred  in  holding  the 

20  referendum   establishing   the   Council,   making   appoint- 

21  ments  to  the  Council,  and  other  expenses  directly  related 

22  to  the  Council,  not  in  excess  of  the  cost  of  three  employee 

23  years,  as  determined  by  the  Secretary. 
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1  SEC.  6.  ASSESSMENTS. 

2  (a)  Amount. — The  Council  shall  set  the  initial  as- 

3  sessment  at  no  greater  than  one  tenth  of  1  cent  per  gallon 

4  of  odorized  propane.  Thereafter,  annual  assessments  shall 

5  be  sufficient  to  cover  the  costs  of  the  plans  and  programs 

6  developed  by  the  Council.  The  assessment  shall  not  be 

7  greater  than  one-half  cent  per  gallon  of  odorized  propane, 

8  unless  approved  by  a  majority  of  those  voting  in  a  referen- 

9  dum  in  both  the  producer  and  the  retail  marketer  class. 

10  The  assessment  may  not  be  raised  by  more  than  one  tenth 

11  of  1  cent  per  gallon  of  odorized  propane  annually. 

12  (b)  Ownership. — The  owner  of  odorized  propane  at 

13  the  time  of  odorization,  or  the  time  of  import  of  odorized 

14  propane,  shall  pay  the  assessment  based  on  the  volume 

15  of  odorized  propane  sold  and  placed  into  commerce.  As- 

16  sessments  are  payable  to  the  Council  on  a  monthly  basis 

17  by  the  25th  of  the  month  following  the  month  of  such  sale. 

18  Propane  exported  from  the  United  States  to  another  coun- 

19  try  is  not  subject  to  the  assessment. 

20  (c)  Alternative  Collection  Rules. — The  Sec- 

21  retary  may  by  regulation,  with  the  concurrence  of  the 

22  Council,  establish  an  alternative  means  of  collecting  the 

23  assessment  if  another  means  is  found  to  be  more  efficient 

24  and  effective.  The  Secretary  may  by  regulation  establish 

25  a  late  payment  charge  and  rate  of  interest  to  be  imposed 
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1  on  any  person  who  fails  to  remit,  collect,  or  pay  to  the 

2  Council  any  amount  due  under  this  Act. 

3  (d)  Investment  op  Funds. — Pending  disbursement 

4  pursuant  to  a  program,  plan,  or  project,  the  Council  may 

5  invest  funds  collected  through  assessments,  and  any  other 

6  funds  received  by  the  Council,  only  in  obligations  of  the 

7  United  States  or  any  agency  thereof,  in  general  obligations 

8  of  any  State  or  any  political  subdivision  thereof,  in  any 

9  interest-bearing  account  or  certificate  of  deposit  of  a  bank 

10  that  is  a  member  of  the  Federal  Reserve  System,  or  in 

11  obligations  fully  guaranteed  as  to  principal  and  interest 

12  by  the  United  States. 

13  (e)  State  Programs. — ^After  consultation  with  the 

14  Council,  the  Secretary  may  by  regulation  establish  a  pro- 

15  gram  coordinating  the  operation  of  the  Council  with  those 

16  of  any  State  propane  education  and  research  council  or 

17  similar  entity  created  by  State  law.  This  may  include  a 

18  joint  or  coordinated  assessment  collection  process,  a  re- 

19  duced  assessment,  or  an  assessment  rebate.  If  adopted, 

20  the  reduction  in   assessment  or  rebate   may  be   in   an 

21  amount  not  to  exceed  20  percent  of  the  regular  assessment 

22  collected  in  that  State  under  this  section.  Assessment  re- 

23  bates  shall  be  paid  only  to  a  State  propane  education  and 

24  research  council  or  similar  entity  that  meets  the  require- 
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1  ments  established  by  the  Council,  and  only  for  specific 

2  projects  approved  by  the  Council. 

3  SEC.  7.  ENFORCEMENT. 

4  (a)    Cease    and    Desist    Orders;    Civil    Pen- 

5  ALTIES. — The  Secretary,  after  providing  notice  and  an  op- 

6  portunity  for  hearing,  may,  with  respect  to  any  person  who 

7  violates  any  provision  of  this  Act  or  any  plan,  regulation, 

8  or  order  issued  under  this  Act — 

9  (1)    issue   an   order  requiring  that  person   to 

10  cease  and  desist  from  continuing  such  violation;  and 

11  (2)  assess  a  civil  penalty  not  to  exceed  $5,000 

12  for  each  such  violation. 

13  Each  day  during  which  a  violation  continues  shall  be  con- 

14  sidered  a  separate  violation. 

15  (b)  Investigatory  Powers. — In  order  to  carry  out 

16  this  Act,  the  Secretary  may  administer  oaths  and  affirma- 

17  tions,  subpoena  witnesses,  compel  their  attendance,  take 

18  evidence,  and  require  the  production  of  any  books,  papers, 

19  and  documents  which  are  relevant  to  the  inquiry.  Such 

20  attendance  of  witnesses  and  the  production  of  any  such 

21  records  may  be  required '  from  any  place  in  the  United 

22  States.  The  district  courts  of  the  United  States  may  pun- 

23  ish  a  failure  to  comply  with  a  subpoena  issued  under  this 

24  subsection  as  a  contempt  of  the  court. 
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1  SEC.  8.  LOBBYING  RESTRICTIONS. 

2  No  funds  collected  by  the  Council  shall  be  used  in 

3  any  manner  for  influencing  legislation  or  elections,  except 

4  that  the  Council  may  recommend  to  the  Secretary  changes 

5  in  this  Act  or  other  statutes  that  would  further  the  pur- 

6  poses  of  this  Act. 

7  SEC.  9.  ADMINISTRATIVE  PROVISIONS. 

8  Nothing  in  this  Act  may  be  construed  to  preempt  or 

9  supersede  any  other  program  relating  to  propane  edu- 

10  cation  and  research  organized  and  operated  under  the  laws 

11  of  the  United  States  or  any  State. 

12  SEC.  10.  ISSUANCE  OF  REGULATIONS. 

13  Within  9  months  after  the  date  of  enactment  of  this 

14  Act,  the  Secretary  shall  issue  regulations  for  the  imple- 

15  mentation  of  this  Act.  The  Secretary  may  require  such 

16  reports  or  documentation  as  is  necessary  to  document  the 

17  referendum  process  and  the  nomination  process  for  mem- 

18  bers  of  the  Council  and  shall  protect  the  confidentiality 

19  of  all  such  documentation  provided  by  industry  members. 

o 
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Mr.  Tauzin.  Thank  you,  Mr.  Chairman. 

Let  me  first  thank  you,  Phil,  for  holding  the  hearing.  Particularly 
I  want  to  thank  your  staffer.  Rick  Sierra  and  others  in  the  indus- 
try, particularly  agriculture,  farmer  co-ops,  and  many  petrochemi- 
cal industry  reps  who  worked  with  us  in  trying  to  resolve  outstand- 
ing issues  of  concern  as  we  try  to  eventually  formalize  a  bill  that 
would  receive  broad  bipartisan  support. 

I  think  we  are  at  that  point  now.  The  bill  now  has  104  cospon- 
sors,  including,  as  I  said,  broad  bipartisan  and  regional  congres- 
sional support. 

Mr.  Chairman,  you  made  the  best  point,  which  is  that  among  the 
major  fuels  we  do  encourage  in  our  marketplace,  in  a  marketplace 
that  hopefully  will  pick  the  winners  rather  than  the  Federal  Gov- 
ernment picking  winners,  almost  all  of  them  receive  significant 
Federal  support  in  the  form  of  research  and  development  activities. 

One  in  particular  that  we  are  most  interested  in  Louisiana  is 
natural  gas,  of  course.  It  receives  incredible  support  from  the  natu- 
ral gas  program,  GRL  And  those  funds  have  returned  benefits  to 
consumers  at  about  a  4-to-l  ratio.  So  we  know  the  good  effects  of 
Federal  programs  designed  to  increase  research  and  development 
in  some  of  these  fuels. 

And  here  is  one  that  is  a  fourth  or  perhaps  fifth  most  reliable 
fuel  in  America,  propane,  which  does  not  have  any  such  Federal 
support.  Frankly,  I  applaud  the  industry  which  has  come  to  us  and 
urged  us  to  help  them  build  a  self-help  proposal  that  would  build 
a  support  base  for  research  and  development  activities,  in  particu- 
lar the  safety  and  education  and  marketing  programs  similar  to 
those  conducted  at  Federal  expense  for  other  fuels. 

And  I  think  the  industry,  representing  thousands  of  mostly  small 
businesses,  is  best  characterized  as  many  small  agricultural  indus- 
tries which  require  programs  like  this  to  give  it  a  chance,  small 
businesses  coming  together,  to  help  themselves  in  terms  of  re- 
search and  development  that  would  build  not  only  better  products 
for  consumers  but  build  in  qualitative  improvements  in  the  use  and 
production  of  those  products  and  similar  activities  that  this  pro- 
gram, I  hope,  will  produce  for  the  propane  industry. 

Mr.  Chairman,  this  bill  is  modeled  indeed  after  several  of  those 
agricultural  programs,  being  a  check-off  program,  with  boards  that 
represent  the  various  facets  of  the  propane  industry,  letting  it  gov- 
ern itself  and  making  decisions  regarding  what  would  happen  in 
those  roles,  allowing  itself  to  dissolve  if  in  fact  it  comes  to  the  point 
where  we  decide  the  program  is  no  longer  useful,  something  we 
don't  often  see  in  Federal  programs.  So  I  think  it  has  a  lot  to  com- 
mend it. 

I  want  to  thank  you  and  the  staff  for  working  with  Mimi 
Simoneaux  on  my  staff,  who  has  done  Herculean  work  on  trying  to 
put  this  bill  in  shape  for  your  committee.  I  want  to  thank  you  in 
particular  for  the  encouragement  and  help  you  have  given  us. 
Hopefully,  we  can  move  this  bill  on  now  to  the  happy  hunting 
grounds  on  the  House  Floor. 

Thank  you,  Mr.  Chairman. 

Mr.  Sharp.  Thank  you  for  your  kind  remarks. 

The  Chair  would  indicate  that  our  distinguished  Ranking  Minor- 
ity Member,  Mr.  Bilirakis,  who  is  always  faithful  to  the  activities 
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of  the  committee,  could  not  be  here  this  morning.  I  ask  unanimous 
consent  that  his  statement  and  that  by  the  distinguished  Ranking 
Member  of  the  full  committee,  Carlos  Moorhead,  and  by  Mr.  Clin 
Steams  be  made  part  of  the  record,  and  Mr.  Hastert  of  Illinois. 
Without  objection,  those  will  be  entered  into  the  record. 

[The  opening  statements  of  Messrs.  Moorhead,  Stearns,  and 
Hastert  follow:] 

Statement  of  Hon.  Carlos  J.  Moorhead 

Mr.  Chairman,  thank  you  for  holding  this  timely  hearing  on  H.R.  3546,  the  pro- 
pane education  and  research  act.  This  bill  establishes  a  propane  check-off  fee  to 
fund  propane  research  and  development,  education  and  marketing. 

I  cosponsored  this  bill  because  I  believe  propane  is  an  important  part  of  our  na- 
tional luel  mix,  it  is  used  in  a  variety  of  ways:  to  dry  crops,  heat  homes,  fuel  vehi- 
cles, and  as  a  feedstock  for  plastics  and  chemicals.  Moreover,  it  is  a  clean  fuel  hav- 
ing emissions  which  are  lower  than  many  other  fossil  fuels.  I  believe  this  Nation 
can  only  benefit  from  research  on  new  and  cleaner  ways  to  use  propane. 

I  also  support  this  bill  because  it  does  not  require  the  expenditure  of  significant 
amounts  of  Federal  money  to  do  this  research.  Through  this  Dili,  the  propane  indus- 
try is  looking  for  ways  to  help  itself  not  a  government  handout. 

While  I  do  support  the  goals  of  the  bill,  I  also  have  some  concerns  about  how  the 
money  collected  through  this  check-off  fee  may  be  spent.  Specifically,  I  am  con- 
cerned that  the  bill  allows  an  unlimited  amount  of  the  money  collected  to  be  spent 
to  develop  and  preserve  markets  for  propane.  This  means  all  the  money  collected 
under  this  program  could  be  used  for  advertising. 

I  have  been  assured  by  the  proponents  of  this  bill  that  they  will  not  use  all  the 
money  on  advertising,  but  I  believe  this  bill  would  be  better  if  advertising  were  pro- 
hibited altogether  or  if  a  limit  were  placed  on  the  amount  of  advertising  which  could 
be  done.  I  do  not  believe  it  is  right  that  the  Federal  Government  require  customers 
to  pay  for  advertising  a  product  which  they  already  use  and  which  may  ultimately 
cause  the  price  of  that  product  to  rise. 

I  understand  industiy  has  been  working  to  resolve  this  and  other  potential  prob- 
lems with  the  bill  so  that  propane  consumers  are  fully  protected.  I  look  forward  to 
working  with  you,  Mr.  Chairman  and  Mr.  Tauzin  to  make  this  bill  a  good  one  which 
we  can  pass  this  year. 

Thank  you. 


Statement  of  Hon.  Cliff  Stearns 

Thank  you  for  yielding  Mr.  Chairman,  and  thank  you  for  holding  this  hearing  on 
this  worthwhile  legislation  introduced  by  my  colleague  from  Louisiana,  Mr.  Tauzin. 

I  am  pleased  to  be  a  cosponsor  of  this  bill  to  enable  the  propane  marketers  and 
producers  of  America  to  develop  a  national  check-off  program  to  fund  research,  de- 
velopment, education  and  promotional  activities  for  the  propane  industry. 

First  of  all,  I'd  like  to  say  that  I  support  this  bill  because  it  represents  a  creative 
formula  for  an  industry  dominated  by  small  businessmen  and  women  to  prepare 
themselves  for  an  energy  future  that  will  be  more  competitive,  but  at  the  same  time 
more  demanding  of  technological  and  environmental  innovation. 

This  bill  will  not  cost  American  taxpayers  one  dollar,  but  rather  be  funded  by  as- 
sessed contributions  from  within  the  industry.  These  contributions  must  be  ap- 
proved by  a  %  vote  of  a  referendum  of  the  propane  industry,  ensuring  that  the  es- 
tablishment of  the  program  be  the  preference  of  a  clear  majority  within  the  indus- 
try. 

Some  may  be  concerned  that  those  within  the  industry  who  do  not  support  such 
a  program  will  be  forced  to  go  along  involuntarily  with  the  assessments. 

I've  considered  these  questions  and  talked  about  the  issue  with  propane  distribu- 
tors in  my  district.  Their  view  is  that  such  contributions  must  be  mandatory  lest 
the  "free  rider"  problem  surface  and  undermine  the  program.  I  was  also  encouraged 
to  note  that  the  formation  of  the  program  was  based  closely  on  agricultural  cheek- 
off  programs  that  have  worked  very  well,  especially  in  Florida. 

I  would  like  to  express  my  regards  to  the  gentleman  from  Louisiana  for  bringing 
this  bill  forward.  I  hope  as  a  result  of  our  hearings  we  can  work  out  any  remaining 
concerns  on  this  bill. 

As  we  prepare  to  enter  the  21st  Century,  it  is  vital  that  we  get  all  we  can  from 
our  energy  sources.  The  Propane  Education  and  Research  Act  offers  us  the  oppor- 
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tunity  to  move  this  process  forward  with  regard  to  an  important  energy  source,  and 
I  hope  that  we  can  move  this  bill  through  this  committee  and  the  House  before  the 
end  of  this  legislative  session. 

Without  taking  up  too  much  more  of  the  subcommittee's  time,  I  would  like  to 
thank  our  witnesses  for  coming  here  today  to  testify  before  this  subcommittee,  and 
I  look  forward  to  hearing  your  insights.  I  yield  back  the  balance  of  my  time. 


Statement  of  Hon.  J.  Dennis  Hastert 

Thank  you,  Mr.  Chairman  for  holding  this  hearing  today  to  discuss  H.R.  3546 
which  would  create  and  provide  funding  for  the  Propane  Education  and  Research 
Council.  In  a  nutshell  this  bill  establishes  a  propane  check-off  program  similar  to 
various  agriculture  check-off  programs.  Generally,  these  types  of  programs  are  self- 
help  measures  financed  by  the  industry,  involve  only  minimal  government  inter- 
ference and  include  no  cost  to  the  Federal  Government.  Indeed,  given  our  Nation's 
soaring  budget  deficit  and  the  limited  funding  available  for  discretionary  spending, 
we  should  encourage  industries  to  help  themselves  rather  than  turning  to  the  Fed- 
eral Government  for  funding  for  such  industry-related  activities  as  education,  re- 
search and  development. 

While  I  support  this  legislation,  I  nevertheless  have  some  concerns  with  the  bill 
in  its  current  form.  Specifically,  I  am  troubled  that  some  of  the  funds  collected 
under  this  program  could  be  used  for  advertising  purposes.  Also,  I  am  concerned  as 
to  whether  the  industry  would  attempt  to  pass  the  cost  of  this  program  on  to  con- 
sumers rather  than  funding  it  themselves.  However,  I  am  confident  that  these  con- 
cerns and  any  related  problems  can  be  corrected  by  amendments  during  mark-up 
of  this  bill. 

I  look  forward  to  hearing  from  our  witnesses  today  and  encourage  them  to  address 
the  concerns  that  I  have  raised. 

Mr.  Sharp.  We  now  welcome  our  panel  of  witnesses.  Our  first 
witness  is  John  Blossman,  the  president  of  the  National  Propane 
Gas  Association;  Mr.  James  Childress,  Propane  Consumers  Coali- 
tion; Mr.  Bill  Haliburton,  with  Trident  NGL  Incorporated;  Mr.  Paul 
Culver  with  Farmland  Industries. 

Gentlemen,  if  you  will  come  forward  and  take  your  places  at  the 
table.  I  think  you  are  familiar  with  our  processes.  We  will  be  happy 
to  make  your  written  statement  and  other  materials  you  may  have 
a  part  of  our  printed  record. 

At  this  point  we  would  appreciate  having  your  oral  summary. 

Mr.  Blossman,  we  will  be  dealing  with  you. 

STATEMENTS  OF  JOHN  BLOSSMAN,  PRESIDENT,  NATIONAL 
PROPANE  GAS  ASSOCIATION;  JAMES  M.  CHILDRESS,  ON  BE- 
HALF OF  THE  PROPANE  CONSUMERS  COALITION;  BILL 
HALIBURTON,  VICE  PRESIDENT,  TRIDENT  NGL  INC.;  AND 
PAUL  CULVER,  MANAGER  OF  ENERGY  OPERATIONS,  FARM- 
LAND INDUSTRIES  INC. 

Mr.  Blossman.  Good  morning,  Mr.  Chairman.  I  am  John 
Blossman  of  Blossman  Gas  in  Ocean  Springs,  Miss.,  president  of 
the  National  Propane  Gas  Association.  We  are  particularly  grateful 
to  you  for  calling  this  hearing.  Since  my  full  testimony  is  being  en- 
tered into  the  record,  I  would  like  to  cover  a  few  of  the  key  issues 
raised  in  your  letter  of  invitation. 

The  National  Propane  Gas  Association  completely  supports  Rep- 
resentative Tauzin's  bill,  H.R.  4546,  and  appreciates  very  much  the 
work  to  move  propane  check-off  from  concept  to  public  law. 

The  propane  industry  has  substantial  research,  development, 
education  and  training  needs.  Many  other  industries  enjoy  substan- 
tial Federal  financial  support  for  many  of  these  same  needs,  while 
there  are  no  Federal  propane  programs.  As  can  you  see  from  the 
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two  propane  trade  associations  represented  here  today,  there  are 
thousands  of  individuals  and  companies  who  are  willing  to  pay 
their  own  money  and  contribute  their  time  towards  the  common 
good. 

For  example,  most  of  the  current  propane  safety  regulations  had 
their  origin  in  a  proposal  by  a  propane  company  or  trade  associa- 
tion. However,  every  voluntary  effort  has  certain  limitations.  There 
are  problems  with  free  riders  who  do  not  participate  or  contribute 
to  building  the  common  good.  In  addition,  propane  marketers  are 
not  utilities  with  a  guaranteed  market  and  guaranteed  rate  of  re- 
turn. 

So  each  company  cannot  be  assured  that  its  investment  in  com- 
mon activities  will  benefit  its  own  operation.  These  are  the  same 
kind  of  problems  that  led  farmers  to  adopt  the  check-off  concept  for 
their  commodities.  Federal  legislation  is  needed  to  give  the  indus- 
try the  authority  to  raise  the  money  from  all  members  of  the  indus- 
try to  support  the  common  good. 

The  legislation  does  not  mandate  a  program  or  an  assessment. 
The  legislation  authorizes  the  industry  to  place  the  assessment  on 
itself.  One  of  the  problems  in  the  propane  industry  is  the  substan- 
tial seasonal  swing  in  propane  usage  from  a  high  in  the  fall  and 
winter  to  a  low  level  in  the  spring  and  summer.  The  program  will 
seek  to  establish  more  stable  markets  through  the  use  of  agricul- 
tural uses  such  as  flaming,  more  recreational  uses  and  greater  uses 
in  water  heating. 

With  these  more  stable  year-round  markets,  there  is  going  to  be 
greater  investment  in  new  equipment,  more  storage,  and  a  reduced 
cost  of  capital,  since  that  capital  will  be  utilized  year-round. 

With  greater  employee  training  and  safety  research,  there  will  be 
fewer  accidents,  which  is  important  in  and  of  itself.  However,  these 
activities  will  also  help  reduce  costs  and  improve  propane's  image 
in  the  public's  mind. 

The  propane  check-off  legislation  sets  forth  a  broad  mission  for 
PERC  because  there  will  always  be  a  need  for  R&D.  There  can 
never  be  too  much  safety.  The  industry  will  always  have  a  need  to 
improve  the  skills  of  its  employees  and  a  well-informed  public  will 
make  better  energy  purchasing  decisions. 

The  process  for  developing  plans  and  programs  is  open.  Our  proc- 
ess includes  oversight  and  approval  of  the  budget  by  the  Depart- 
ment of  Energy,  whose  principal  mission  is  to  ensure  that  PERC 
is  meeting  its  statutory  mandate  each  year.  All  segments  of  the 
propane  industry  in  terms  of  size  and  geographic  location  are  rep- 
resented on  the  PERC  council. 

There  are  three  public  members,  which  I  think  is  more  than  any 
other  program  of  its  kind.  These  public  members  would  include 
propane  safety  regulators,  consumers  such  as  farmers,  and  experts 
in  energy  research  and  technology.  The  program  selection  process 
will  involve  a  strategic  process  of  identifying  industry  needs.  This 
includes  meeting  with  industry  associations,  solicitation  of  ideas 
from  consumers,  and  public  safety  officials,  and  by  requesting  pro- 
posals from  educational  institutions  and  scientific  research  labora- 
tories. 

Finally,  the  PERC  council  will  sort  out  exactly  what  activities 
ought  to  be  performed  each  year  and  will  submit  that  list  of  activi- 
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ties  in  an  annual  budget  to  the  Secretary  of  Energy.  There  will 
then  be  a  time  for  public  comment  before  the  Secretary  approves 
the  budget  and  programs. 

Representative  Tauzin  led  everyone  interested  in  PERC  in  devel- 
oping a  number  of  amendments  relating  to  providing  more  public 
information  on  PERC  activities  and  increasing  the  oversight  of 
PERC  by  the  Department  of  Energy.  The  details  of  these  amend- 
ments are  being  addressed  by  one  of  the  other  witnesses,  and  I  will 
just  say  that  we  support  their  inclusion  in  the  original  legislation. 

In  addition,  I  would  like  to  mention  one  particular  amendment 
to  the  original  bill.  This  provision  would  guarantee  that  20  percent 
of  the  PERC  funds  will  be  sent  back  to  the  States  through  one  of 
two  methods.  First,  the  State  government  can  create  a  propane 
check-off  or  similar  program  such  as  now  exists  in  Louisiana, 
Texas,  Alabama,  Oklahoma,  and  Missouri.  Second,  the  refund  must 
be  sent  to  an  industry  created  separate  fund  such  as  a  foundation 
or  trust. 

Refunds  to  a  State  level  organization  are  common  throughout  the 
Federal  agricultural  check-on  programs.  The  20  percent  refund  will 
ensure  that  the  grassroots  industry  participants  will  see  the  bene- 
fits from  the  national  program  in  their  own  States  and  have  a  say 
in  their  expenditure.  The  funds  spent  under  this  program  must  be 
spent  only  for  those  activities  authorized  in  the  legislation  and  sub- 
ject to  the  same  limitations. 

Mr.  Chairman,  this  concludes  my  specific  response  to  some  of 
your  questions.  Let  me  state  again  how  much  I  appreciate  your  in- 
terest and  that  of  Representative  Tauzin  in  moving  this  bill  ahead. 
I  would  be  pleased  to  answer  any  of  your  questions. 

[The  prepared  statement  of  Mr.  Blossman  follows:] 
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June  8,  1994 

STATEMENT  OF  THE  NATIONAL  PROPANE  GAS  ASSOCIATION 

BEFORE  THE  SUBCOMMITTEE  ON  ENERGY  AND  POWER 
ON  HR  3546,  THE  PROPANE  EDUCATION  AND  RESEARCH  ACT 


Mr.  Chairman:  I  am  John  Blossman  of  Blossman  Gas  in  Ocean  Springs,  Mississippi.  Today 
I  am  speaking  for  the  National  Propane  Gas  Association  and  its  over  3,000  members  in  support  of 
HR.  3546,  the  Propane  Education  and  Research  Act  sponsored  by  Rep.  Billy  Tauzin.  I  am  currently 
serving  as  President  of  the  National  Propane  Gas  Association. 

NPGA  represents  the  full  range  of  the  propane  gas  industry  and  includes  in  its  membership 
propane  marketers,  propane  producers,  transporters,  wholesalers  and  those  who  manufacnire  and  sell 
propane  utilization  equipment.  We  have  members  in  all  fifty  states  and  have  over  40  affiliated  state 
and  regional  propane  gas  associations. 

Propane  is  one  of  the  most  important  sources  of  energy  providing  fuel  for  cooking,  heating, 
and  hot  water  in  over  7.7  million  homes,  half  of  all  farms,  and  in  tens  of  millions  recreational 
applications.  Propane  has  traditionally  served  the  rural  and  suburban  markets  that  are  beyond  the 
reach  of  namral  gas  lines.  Propane  is  the  gas  energy  for  rural  America.  There  are  many  lower  and 
fixed  income  propane  consumers  who  choose  propane  because  it  is  an  economical  source  of  comfort 
heat. 

As  a  second  generation  independent  propane  gas  marketer,  I  represent  the  average  member  of 
the  propane  industry.  Propane  gas  is  a  commodity  sold  in  the  free  market  by  thousands  of  small, 
family  run  businesses  who  compete  against  each  other  and  against  utilities  to  serve  the  energy  needs 
of  the  consumer.  There  are  only  a  few  interstate  or  national  retail  propane  companies,  perhaps  two 
dozen.  The  bulk  of  the  retail  propane  business  consists  of  providing  fuel  to  homes,  farms  and 
businesses. 

Many  of  the  same  activities  envisioned  by  HR  3546  have  been  funded  by  direct  government 
appropriations  in  the  case  of  other  forms  of  energy.  The  propane  industry  is  not  asking  for  a 
government  subsidy,  but  the  opportunity  to  fund  its  own  program  to  address  our  needs. 
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HISTORY  OF  GOVERNMENT  SUPPORT  FOR  SELF-HELP  PROGRAMS 

For  decades  the  government  has  supported  pohcies  that  permit  businesses  to  join  together  to 
engage  in  activities  that  serve  public  purposes.  This  idea  was  adopted  during  the  depression  era  with 
state  created  agricultural  commodity  check  off  bills;  the  U.S.  Congress  has  created  more  than  a  dozen 
check  offs  starting  with  the  Wool  program  in  1954.  Just  last  year  the  Congress  passed  and  President 
Clinton  signed  laws  creating  a  new  cut  flower  and  greens  check  off  program  plus  making  changes  to 
other  check  off  programs. 

In  an  agricultural  check  off  program,  a  fraction  of  the  wholesale  cost  of  a  product  is  set  aside 
by  the  product  producer  and  is  deposited  into  a  common  fund.  That  fund  then  engages  in  research 
and  consumer  awareness  programs  that  benefits  both  the  industry  and  the  consumer.  Examples  of 
these  programs  include  beef,  pork,  cotton,  soybeans  and  honey  check  offs. 

The  democratic  nature  of  these  programs  is  served  through  the  referendum  process.  Unlike 
direct  government  programs,  a  check  off  only  goes  into  effect  after  the  industry  votes  the  program  and 
assessment  into  being.  These  programs  can  also  be  terminated  by  the  industry  after  a  negative 
referendum.    A  check  off  is  not  funded  by  tax  dollars,  but  is  paid  for  by  the  industry  participants. 

The  government  does  not  run  the  check  off,  but  provides  oversight  and  guidance  to  assure  that 
the  statutory  purposes  are  being  served  by  the  check  off.  The  Agriculture  Department  serves  this  role 
for  agriculture  check  offs.  There  are  about  350  agricultural  self  help  programs  at  the  state  and  Federal 
levels  raising  over  $500  million  per  year.  About  80%  of  these  funds  are  raised  by  the  national  check 
offs. 

The  Department  of  Agriculture  has  testified  before  Congress  than  an  effective  check  off 
program  should  be  national  in  scope;  it  should  be  implemented  through  a  referendum;  it  should  not 
be  allowed  to  engage  in  lobbying,  and  the  board  members  should  be  appointed  by  the  Secretary.  H.R. 
3546  contains  all  these  features. 

All  of  the  government  self  help  programs  are  not  found  in  the  agricultural  arena.  Two  forms 
of  energy,  natural  gas  and  electricity,  benefit  from  government  approved  industry  funded  and  operated 
self  help  programs.  These  are  the  Gas  Research  Institute  and  the  Electric  Power  Research  Institute. 
The  participants  in  these  programs  pass  on  their  costs  to  consumers  with  the  approval  of  government 
regulators.  This  is  permitted  because  of  the  substantial  consumer  benefit  derived  from  research  on 
natural  gas  and  electricity.  The  Gas  Research  Institute  has  documented  three  to  four  dollars  in 
consumer  benefits  from  each  dollar  spent  on  research. 

In  a  similar  manner,  the  Federal  government  created  an  exception  in  the  antitrust  laws  with  the 
National  Cooperative  Research  Act  of  1984  which  allows  cooperative  joint  research  ventures  between 
competitors.  This  is  another  recognition  that  there  are  times  when  joint  industry  cooperation  serves 
the  public  interest. 

Finally,  there  are  propane  gas  check  offs  or  similar  programs  in  a  number  of  states  including 
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Texas,  Louisiana,  Alabama,  Missouri  and  Oklahoma.  A  bill  to  establish  a  propane  check  off  has  been 
introduced  in  the  California  legislature. 


GOVERNMENT  FUNDING  FOR  ENERGY 

Each  year  the  Federal  government  spends  hundreds  of  millions  of  dollars  in  energy  research 
through  the  Department  of  Energy.  In  addition,  there  are  numerous  tax  incentives  for  energy 
development  and  production  and  Federal  energy  funding  from  other  agencies  such  as  the  Rural 
Electrification  Administration.  In  FY  1994,  Federal  funds  are  devoted  to  coal,  natural  gas,  solar  & 
wind  energy,  oil,  electricity,  tidal  and  geothermal  energy  totaling  over  one  billion  dollars. 

By  comparison,  there  is  no  Federal  program  for  propane  gas  even  though  it  is  used  by  millions 
of  consumers.  For  the  first  time  in  1993,  some  Federal  funds  were  allocated  to  propane  research  in 
the  DOE  alternative  fuels  program.  This  work  will  benefit  only  a  few  propane  consumers  since 
alternative  fuels  accounts  for  only  3  to  5  percent  of  propane  use. 

The  benefits  to  consumers  of  government  and  private  research  on  natural  gas  will  probably 
not  directly  benefit  the  propane  consumer  even  though  there  is  very  little  chemical  difference  between 
natural  gas  and  propane.  This  could  change  if  the  propane  industry  had  the  resources  to  cooperate 
in  these  programs.  As  Stephen  Ban  of  the  Gas  Research  Institute  has  written,  "Unfortunately,  there 
have  been  few  projects  since  the  propane  industry  has  no  stable  source  of  R&D  funding  or  central 
planning  activity.  The  R&D  needs  of  the  propane  market  are  real  and  can  be  addressed  by 
establishing  a  mechanism  to  produce  a  reliable  source  of  funding  for  R&D". 


PROPANE  EDUCATION  AND  RESEARCH  ACT 

The  concepts  embodied  in  H.R.  3546  have  been  carefully  drafted  to  provide  a  structure  that 
is  representative  of  the  entire  propane  gas  industry,  that  will  fund  a  full  range  of  activities,  and  will 
benefit  the  propane  consumer. 

There  will  be  21  members  of  the  Council  including  nine  retail  propane  marketers,  nine  propane 
producers  and  three  public  members.  The  legislation  requires  geographic  diversity  among  those 
selected  as  well  as  representation  of  large  and  small  propane  marketers.  Seven  council  members  will 
be  selected  each  year  for  three  years  terms  and  members  can  serve  two  terms.  This  strikes  a 
reasonable  balance  between  continuity  and  the  need  for  fresh  ideas. 

The  three  public  members  of  the  Council  are  defmed  to  include  propane  regulatory  and  safety 
officials,  representatives  of  research  institutions,  and  representatives  of  propane  users  such  as  farmers. 
This  shows  our  commitment  to  safety  and  in  meeting  the  needs  of  propane  consimiers  through  the 
activities  of  PERC. 

Basic  democratic  principles  are  built  into  the  PERC  process.    There  can  be  no  assessment  or 
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program  until  a  referendum  is  held  with  approval  by  a  two-thirds  vote  of  both  propane  producers  and 
propane  marketers.  The  annual  budget  process  is  public  and  coordination  is  required  between  the 
PERCouncil  and  industry  trade  associations  to  avoid  duplication  of  work.  The  annual  programs  and 
budget  are  approved  by  the  Secretary  of  Energy.  Finally,  an  aimual  audit  and  annual  report  must  be 
done. 

With  the  funds  pooled  together,  we  believe  that  the  Propane  Education  and  Research  Council 
will  engage  in  cooperative  projects  with  the  natural  gas  industry,  the  Gas  Research  Institute, 
universities,  research  laboratories  and  state  propane  check  off  programs. 

For  a  small  fraction  of  the  cost  of  a  natural  gas  research  project,  the  same  benefits  can  be 
proven  for  the  propane  gas  consumer.  For  example,  the  natural  gas  industry  has  worked  for  many 
years  in  developing  a  natural  gas  powered  heat  pump.  With  the  passage  of  this  bill,  the  propane 
industry  will  be  able  to  fund  its  share  of  proving  that  equipment  on  propane  at  a  relatively  small 
fraction  of  the  total  cost  of  developing  the  natural  gas  heat  pump. 

Therefore  the  rural  and  agricultural  consumer  can  benefit  from  research  that  up  to  now  has  only 
benefited  the  urban  and  suburban  consumer.  There  are  areas  of  research  that  will  directly  benefit 
propane  users;  this  is  especially  true  in  the  agriculmral  areas.  For  example,  killing  weeds  with  a 
method  known  as  propane  flaming  offers  an  opportunity  to  help  farmers  deal  with  the  demand  for 
organic  foods  and  with  the  increasingly  strict  environmental  regulations  on  the  use  of  agricultural 
chemicals.  There  have  been  a  number  of  university  requests  for  funding  in  this  area  that  have  come 
to  the  National  Propane  Gas  Foundation  which  we  have  not  been  able  to  fund  due  to  limited  resources. 

PERC  will  .support  many  of  the  goals  set  forth  in  the  Energy  Policy  Act  of  1992  (EPACT). 
In  various  sections  of  EPACT,  there  are  provisions  directing  the  DOE  to  support  training,  handbook 
and  newsletter  publication,  consultation  with  voluntary  standard  setting  bodies,  and  cooperative 
activities  with  industry  and  trade  associations.  These  activities  are  in  addition  to  the  obvious  EPACT 
support  for  cleaner  and  more  efficient  fuel  utilization  equipment.  Since  there  is  no  other  significant 
source  of  funds,  PERC  will  operate  as  the  lead  entity  in  helping  the  propane  industry  fulfill  the  goals 
of  EPACT. 

The  PERC  proposal  has  attracted  support  beyond  propane  producers  and  marketers.  The  Texas 
Railroad  Conmiission,  the  state  propane  safety  regulatory  body,  has  endorsed  H.R.  3546.  The  largest 
insurance  company  in  the  propane  market  has  endorsed  H.R.  3546.  Their  Executive  Vice  President 
writes,  "I  have  found  the  propane  industry  to  be  as  concerned  about  safety  and  education  as  any  group 
I  have  ever  come  in  contact  with.  Unfortunately,  their  activities  have  been  limited  by  the  lack  of 
resources,  resources  the  PERC  bill  will  make  available". 

There  has  been  some  criticism  of  the  PERC  bill  as  creating  an  unfair  burden  on  consumers  or 
threatening  them  with  shortages  or  potential  price  increases.  As  propane  marketers,  our  success  is 
based  on  a  long  term  relationship  with  the  consumer.  If  the  consumer  perceives  propane  to  be  too 
expensive  or  unreliable,  the  consimier  will  switch  to  another  fuel.  Consumers  already  switch  all  the 
time;  they  even  switch  to  more  expensive  forms  of  energy!  PERC  cannot  harm  the  consumer  without 
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harming  the  propane  marketers  at  the  same  time.  Of  course,  we  believe  that  PERC  will  make  propane 
a  safer,  more  reliable  and  more  economical  energy  choice. 

With  the  leadership  of  Rep.  Tauzin  and  in  a  spirit  of  cooperation,  the  propane  industry  has 
worked  with  those  who  have  expressed  their  concerns  about  H.R.  3546.  We  support  a  package  of 
revisions  to  the  original  bill  that  will  be  offered  by  Rep.  Tauzin  to  address  to  concerns  of  some 
propane  feedstock  users  and  agricultural  users.  These  revisions  will  provide  more  public  information 
on  the  PERC  program,  the  Secretary  of  Energy  will  report  regularly  on  the  condition  of  the  propane 
marketplace,  and  the  Secretary  has  enhanced  oversight  authority  over  PERCouncil  operations.  In 
addition,  the  amendments  direct  the  PERCouncil  to  make  a  specific  conmiitment  to  meeting  the  needs 
of  agricultural  propane  users. 


CONCLUSION 

Rep.  Tauzin's  propane  dheck  off  bill  has  attracted  tremendous  support  with  over  100 
cosponsors.  The  bill  has  support  from  every  region  of  the  country,  from  liberals  and  conservatives, 
and  from  Democrats  and  Republicans.  The  check  off  concept  solves  the  problem  of  how  to  serve  the 
public  interest  in  a  time  of  chronic  budget  deficits.  H.R.  3546  empowers  the  propane  industry  to  solve 
its  own  problems,  to  better  serve  the  consumer,  to  participate  in  cleaning  the  environment,  and  to 
build  their  businesses. 

We  are  grateful  to  you,  Mr.  Chairman  for  holding  this  hearing  as  the  first  step  in  making  the 
propane  check  off  a  reality.    I  would  be  pleased  to  answer  any  questions  that  you  might  have. 
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Mr.  Sharp.  Thank  you  very  much. 

Mr.  Childress,  we  would  be  happy  to  hear  from  you  now. 

STATEMENT  OF  JAMES  M.  CHILDRESS 

Mr.  Childress.  Mr.  Chairman,  my  name  is  James  Childress.  I 
wish  to  thank  you  for  the  opportunity  before  you  today  regarding 
H.R.  3546,  the  Propane  Education  Research  Act. 

Our  coalition  respects  residential,  agricultural  and  industrial 
propane  users  who  account  for  almost  85  percent  of  the  U.S.  de- 
mand. A  list  of  the  organizations  and  companies  participating  in 
the  coalition  is  attached  to  my  statement. 

While  propane  makes  up  a  relatively  small  share  of  total  U.S.  en- 
ergy supply — approximately  2  to  3  percent  on  a  Btu  basis — it  is  a 
critical  energy  source  and  feedstock  for  those  represented  by  our 
coalition.  We  estimate  that  American  consumers  spent  more  than 
$5.5  billion  for  odorized  propane  during  1993. 

With  that  amount  of  money  at  stake,  we  feel  that  it  is  appro- 
priate that  any  legislation  which  may  affect  the  retail  propane 
markets  be  carefully  analyzed,  and  if  necessary  modified,  to  protect 
consumers  from  unintended  consequences  of  the  legislation. 

On  behalf  of  our  coalition,  I  wish  to  thank  Representative  Tauzin 
for  his  leadership,  commitment  and  hard  work  in  drafting  a  series 
of  amendments  to  the  bill  that  address  our  concerns  about  poten- 
tial consequences  PERA  may  have  for  propane  consumers.  We  be- 
lieve that  the  amendments  Mr.  Tauzin  will  offer  this  subcommittee 
are  appropriate,  necessary  and  workable.  They  add  important  di- 
mensions of  accountability,  congressional  oversight,  and  consumer 
protection  to  the  Propane  Education  and  Research  Act. 

We  endorse  Representative  Tauzin's  amendments  and  urge  that 
they  be  adopted  en  bloc  by  the  subcommittee  during  markup  of 
H.R.  3546. 

I  now  would  like  to  address  briefly  six  key  improvements  to 
PERA  that  are  affected  by  the  Tauzin  amendments. 

First,  our  coalition  was  formed,  as  you  may  know,  Mr.  Chairman, 
because  of  our  members'  concerns  that  Federal  and  State  laws, 
policies  and  programs  may  drive  up  over-the-road  motor  fuel  de- 
mand for  propane  to  levels  higher  than  would  occur  under  a  free 
market  situation.  Given  the  vast  size  of  the  U.S.  motor  fuels  mar- 
ket compared  to  U.S.  propane  production,  an  approximately  20-to- 
1  ratio,  even  a  small  increase  in  motor  fuels  demand  for  propane 
driven  by  public  policy  could  have  serious  consequences  for  current 
propane  markets  and  consumers. 

Mr.  Tauzin's  amendment  responds  to  this  concern  by  specifying 
that  funds  collected  under  PERA  that  are  to  be  used  for  projects 
relating  to  the  use  of  propane  as  an  over-the-road  motor  fuel  shall 
not  exceed  the  share  of  total  odorized  propane  demand  represented 
by  motor  fuel  use.  Under  current  propane  motor  fuel  use  that 
would  be  approximately  5  to  6  percent  of  the  PERA  funds.  We  feel 
this  proportionality  is  important. 

Second,  because  propane  is  an  essential  fuel  to  American  agri- 
culture, and  this  is  reflected  in  the  agricultural  participation  in  our 
coalition,  Mr.  Tauzin  has  submitted  an  amendment  that  would  pro- 
vide that  not  less  than  5  percent  of  the  funds  collected  under  PERA 
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shall  be  used  for  programs  and  projects  to  benefit  the  agriculture 
industry. 

The  amendment  also  strongly  recommends  an  agriculture  rep- 
resentative as  one  of  the  three  public  members  of  the  council.  We 
feel  that  representation  is  essential  by  agriculture  on  the  council, 
and  urge  that  this  be  given  serious  consideration. 

Third,  in  establishing  priorities,  the  amendment  to  the  bill  will 
specify  issues  related  to  research  and  development,  safety,  edu- 
cation and  training.  We  believe  this  is  appropriate  given  the  pur- 
pose of  the  legislation,  and  we  further  believe  that  the  council 
should  be  held  accountable  to  the  standard  by  congressional  com- 
mittees of  jurisdiction. 

Fourth,  regarding  the  accountability  issue,  the  original  PERA 
legislation  would  require  a  majority  of  both  classes  of  voters,  that 
is,  producers  and  retail  marketers,  vote  to  terminate  the  council. 
We  thought  that  was  too  high  a  threshold. 

We  applaud  the  amendment  that  would  allow  one  of  the  levels, 
one  of  the  categories  of  voters  to  vote  to  abolish  the  council,  how- 
ever, at  a  supermajority  level.  We  think  this  is  an  appropriate  ac- 
countability safeguard. 

The  final  two  items  that  I  will  discuss  here  really  get  to  the 
heart  of  openness  and  what  I  would  call  circuit  breakers  providing 
for  propane  consumer  protections  under  the  law. 

First,  the  Tauzin  amendment  requires  the  Secretary  of  Energy  to 
prepare  and  submit  to  the  Congress  a  biannual  report  containing 
findings  as  to  whether  the  operation  of  the  Propane  Education  Re- 
search Act  along  with  cumulative  other  effects,  existing  market 
changes.  Federal  policies  and  programs,  have  had  an  adverse  effect 
on  propane  consumers,  to  include  residential  agricultural  process 
users  and  nonfuel  users  of  propane. 

If  the  Secretary  determines  that  there  have  been  adverse  effects, 
her  report  is  to  contain  recommendations  for  correcting  the  situa- 
tion. We  feel  this  is  necessary,  appropriate  and  workable.  It  im- 
poses no  burden  on  PERC  and  will  provide  this  subcommittee  with 
information  necessary  to  discharge  oversight  responsibilities  that 
should  apply  to  any  Federal  program  of  similar  size  and  impor- 
tance. 

And  finally,  there  is  an  important  consumer  protection  mecha- 
nism in  the  form  of  what  I  would  call  a  circuit  breaker.  The  Sec- 
retary of  Energy  will  be  required  to  prepare  and  make  available  to 
the  public  on  an  annual  basis  an  analysis  of  index  changes  in  the 
price  of  odorized  propane  compared  to  other  energy  prices. 

If  the  analysis  reveals  that  the  propane  price  index  exceeds  the 
composite  index  of  other  energy  prices  by  a  specified  amount,  the 
Secretary  shall  have  the  authority  to  suspend  temporarily  the  mar- 
keting and  promotional  activities  of  the  PERC. 

In  determining  whether  to  suspend  marketing  and  promotional 
authority,  the  Secretary  shall  consider  a  wide  range  of  factors  af- 
fecting odorized  propane  prices.  We  believe  that  the  annual  price 
analysis  will  provide  a  circuit  breaker,  if  you  will,  that  could  be 
used  to  curtail  marketing  and  promotional  activities  only  if  retail 
propane  consumers  are  facing  unprecedented  relative  price  in- 
creases compared  to  other  residential  energy  sources. 
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The  policy  basis  for  such  action  is  straightforward.  If  retail  pro- 
pane consumers  are  facing  disproportionately  high  fuel  costs  com- 
pared to  other  energy  sources,  for  whatever  reason,  a  federally 
chartered  program  to  increase  demand  and  put  upward  pressure  on 
retail  propane  prices  is  inappropriate. 

The  consumer  protection  circuit  breaker  will  not  interfere  in  any 
manner  with  a  great  majority  of  the  council's  priority,  that  is,  is- 
sues related  to  research  and  development,  safety,  education  and 
training. 

In  closing,  Mr.  Chairman,  I  would  again  like  to  thank  Represent- 
ative Tauzin  for  his  leadership  in  addressing  consumer  concerns 
within  the  context  of  PERA.  We  believe  his  amendments  represent 
a  proper  balance  between  the  need  to  protect  consumers  and  the 
desire  of  consumers  and  marketers  to  establish  a  national  congres- 
sionally  chartered  program  of  research,  development,  safety  and 
education. 

The  safeguards  are  necessary,  appropriate,  and  workable.  They 
add  important  elements  of  accountability,  congressional  oversight, 
and  propane  consumer  protection  to  the  Propane  Education  and 
Research  Act. 

We  strongly  endorse  Representative  Tauzin's  amendments  and 
urge  that  they  be  adopted  by  the  subcommittee  during  markup  of 
H.R.  3546. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  and  addendum  of  Mr.  Childress  follow:] 
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Propane  Consumers  Coalition 

Testimony  of  James  M.  Childress 


Mr.  Chairman,  my  name  is  James  Childress,  and  I  wish  to  thank  you  for  the  opportunity  to  testify 
today  before  the  Energy  and  Power  Subcommittee  on  behalf  of  the  Propane  Consumers  Coalition 
regarding  the  Propane  Education  and  Research  Act  (PERA),  H.R.3546. 

The  Propane  Consumers  Coalition  represents  residential,  agricultural  and  industrial  propane  users 
who  account  for  almost  eighty-five  percent  of  U.S.  demand.  A  list  of  organizations  and 
companies  participating  in  the  Coalition  is  attached  to  my  statement. 

While  propane  makes  up  a  relatively  small  percent  of  total  U.S.  energy  supply  —  approximately 
2-3%  on  a  Btu  basis  —  it  is  a  critical  energy  source  and  feedstock  for  those  represented  by  our 
Coalition.  Some  8.2  million  homes,  mainly  rural  and  often  housing  low  income  families,  use 
propane  for  heating,  cooking  and  hot  water.  American  farmers  rely  on  propane  for  crop  drying, 
some  engine  fuel  use  and  heating  farm  structures.  Propane  is  also  an  essential  feedstock  for  the 
manufacture  of  chemicals  and  plastics  that  create  millions  of  jobs  and  generate  billions  of  dollars 
in  U.S.  exports.  Because  propane  consumers  often  lack  access  to  competitively  priced 
alternatives,  they  are  vulnerable  to  supply  disruptions  and  rapid  price  increases  if  government 
actions  disrupt  the  workings  of  the  propane  marketplace. 

We  estimate  that  American  consumers  spent  more  than  $5.5  billion  for  odorized  propane  during 
1993.  With  that  amount  of  money  at  stake,  we  feel  that  it  is  appropriate  that  any  legislation  which 
may  affect  the  retail  propane  market  be  carefiiily  analyzed,  and  if  necessary  modified,  to  protect 
consumers  from  unintended  consequences  of  the  legislation.  It  is  for  this  reason  that  I  am 
testifying  today  to  discuss  a  set  of  amendments  to  the  Propane  Education  and  Research  Act  that 
we  feel  will  help  protect  propane  consumers  while  not  interfering  with  the  stated  goals  of  the  bill 
to  "fund  safety,  research  and  development,  and  education  in  the  propane  gas  industry." 

On  behalf  of  the  Propane  Consumers  Coalition  I  wish  to  thank  Representative  Tauzin  for  his 
leadership,  commitment,  and  hard  work  in  drafting  a  series  of  amendments  to  H.R.3546  that 
address  our  concerns  about  the  potential  consequences  that  PERA  may  have  for  propane 
consumers.  We  believe  that  the  amendments  Mr.  Tauzin  will  offer  this  subcommittee  are 
appropriate,  necessary,  and  workable.    They  add  important  dimensions  of  accountability, 
congressional  oversight,  and  propane  consumer  protection  to  the  Propane  Education  and 
Research  Act. 

The  Propane  Consumers  Coalition  endorses  Representative  Tauzin's  amendments  and  urges  that 
they  be  adopted  by  the  subcommittee  during  markup  of  H.R.3546.  In  my  testimony  today,  I 
would  like  to  explain  briefly  why  the  amendments  are  important  to  propane  consumers  and  merit 
your  support. 

Limits  on  PERA  Funding  Devoted  to  Over-the-Road  Propane  Use 

The  Propane  Consumers  Coalition  was  formed  in  large  part  due  to  members'  concerns  about 
federal  and  state  laws,  policies  and  programs  that  may  drive  up  over-the-road  motor  fuel  demand 
for  propane  to  levels  higher  than  would  occur  under  a  free  market  situation.  Given  the  vast  size 
of  the  U.S.  motor  fuels  market  compared  to  U.S.  propane  production  (an  approximate  20: 1 
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ratio),  even  a  small  increase  in  motor  fliels  demand  for  propane,  driven  by  public  policy,  could 
have  serious  consequences  for  current  propane  markets  and  consumers.  For  example,  an 
additional  one-percent  penetration  of  the  motor  fuels  market  by  propane  would  consume 
approximately  15-20  percent  of  U.S.  propane  production. 

The  Tauzin  amendment  responds  to  this  concern  by  specifying  that  funds  collected  under  PERA 
to  be  used  for  projects  relating  to  the  use  of  propane  as  an  over-the-road  motor  fuel  shall  not 
exceed  the  share  of  total  odorized  propane  demand  represented  by  motor  fuel  use  —  under 
current  propane  motor  fuel  use,  approximately  5-6%.  This  proportionality  is  appropriate,  we  feel. 

Attention  to  Agricultural  Propane  Consumer  Concerns 

Propane  is  an  essential  fuel  to  American  agriculture.  The  significant  participation  of  national 
agricultural  organizations  in  the  Propane  Consumers  Coalition  reflects  this. 

The  Tauzin  amendment  addresses  agricultural  issues  by  providing  that  not  less  than  five  percent 
of  funds  collected  under  PERA  shall  be  used  for  programs  and  projects  intended  to  benefit  the 
agriculture  industry.  It  also  strongly  recommends  that  an  agriculture  industry  representative 
occupy  one  of  the  three  public  member  seats  on  the  Propane  Education  and  Research  Council 
(PERC).  We  believe  that  agricultural  representation  on  the  PERC  is  essential  if  that  body  is  to 
adequately  reflect  the  entire  range  of  concerns  and  issues  facing  propane  consumers. 

Priorities  of  the  Propane  Education  and  Research  Council 

The  Tauzin  amendment  would  establish  priorities  for  PERC  program  and  project  spending, 
specifically  identifying  "issues  related  to  research  and  development  safety,  education  and 
training".  We  believe  this  is  appropriate,  given  the  stated  intent  of  the  legislation.  We  further 
believe  that  the  PERC  should  be  held  accountable  to  this  standard  by  congressional  committees  of 
jurisdiction. 

Accountability  of  the  Propane  Education  and  Research  Council 

As  originally  drafted,  PERA  requires  a  majority  vote  of  both  classes  of  voters  —  producers  and 
retail  marketers —  in  order  to  terminate  the  PERC.  The  Tauzin  amendment  allows  termination 
upon  a  two-thirds  vote  by  either  class. 

Report  of  the  Secretary  of  Energv  to  the  Congress 

The  Tauzin  amendment  requires  the  Secretary  of  Energy  to  prepare  and  submit  to  the  Congress  a 
biennial  report  containing  her  findings  as  to  whether  operation  of  the  Propane  Education  and 
Research  Act,  in  conjunction  with  cumulative  effects  of  existing  market  changes  and  other  federal 
programs,  has  had  an  adverse  effect  on  propane  consumers,  including  residential,  agricultural, 
process  users  and  non-fuel  users  of  propane.  Should  the  Secretary  determine  that  these  factors 
have  caused  an  adverse  effect  on  consumers,  the  report  shall  contain  her  recommendations  for 
correcting  the  situation. 
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We  believe  that  this  reporting  requirement  is  necessary,  appropriate  and  workable.  The  biennial 
report  imposes  no  burden  on  the  PERC.  The  report  will  provide  this  subcommittee  with 
information  necessary  for  it  to  discharge  oversight  responsibilities  that  should  apply  to  any 
program  of  similar  size  and  importance  created  by  an  Act  of  Congress.  The  Secretary's 
recommendations  will  provide  useful  guidance  to  the  subcommittee  for  "fine  tuning"  PERA  as 
necessary. 

Consumer  Protection  Mechanism 

Annually  the  Secretary  of  Energy  vsdll  be  required  to  prepare  and  make  available  to  the  public  an 
analysis  of  changes  in  the  price  of  odorized  propane  compared  to  other  energy  prices  using  a 
formula  specified  in  the  Act.  If  the  analysis  reveals  that  the  propane  price  index  exceeds  the 
composite  index  of  other  energy  prices  by  a  specified  amount,  the  Secretary  shall  have  the 
authority  to  suspend  temporarily  the  marketing  and  promotional  activities  of  the  PERC.  In 
determining  whether  to  suspend  temporarily  the  PERC's  marketing  and  promotional  authority  the 
Secretary  shall  consider  a  wide  range  of  factors  affecting  odorized  propane  prices. 

The  annual  price  analysis  will  provide  a  "circuit  breaker"  that  could  be  used  to  curtail  marketing 
and  promotional  activities  only,  if  retail  propane  consumers  are  facing  unprecedented  relative 
price  increases  compared  to  other  residential  energy  sources.  The  policy  basis  for  such  action  by 
the  Secretary  of  Energy  is  straightforward:    if  retail  propane  consumers  are  facing 
disproportionately  high  fiiel  costs  (compared  to  other  energy  sources)  for  whatever  reason,  a 
federally  chartered  program  to  increase  demand  and  put  upward  pressure  on  retail  propane  prices 
is  inappropriate. 

The  consumer  protection  "circuit  breaker"  will  not  interfere  in  any  manner  with  the  great 
majority  of  the  PERC's  stated  functions  —  to  enhance  safety,  to  provide  for  research  and 
development  of  clean  and  efficient  propane  utilization  equipment,  and  to  inform  and  educate  the 
public. 

Conclusion 

In  closing,  Mr.  Chairman,  I  would  like  to  repeat  our  thanks  to  Representative  Tauzin  for  his 
leadership  in  addressing  the  needs  of  propane  consumers  by  drafting  this  set  of  amendments  to  the 
Propane  Education  and  Research  Act.  It  represents  a  proper  balance  between  the  need  to  protect 
propane  consumers  and  the  desire  of  producers  and  marketers  to  establish  a  national, 
Congressionally-chartered  program  of  research,  development,  safety  and  education.  The 
safeguards  are  appropriate,  necessary,  and  workable.    And  they  add  important  elements  of 
accountability,  Congressional  oversight,  and  propane  consumer  protection  to  the  Propane 
Education  and  Research  Act. 

The  Propane  Consumers  Coalition  endorses  Representative  Tauzin' s  amendments  and  urges  that 
they  be  adopted  by  the  subcommittee  during  markup  of  H.R.3546. 
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Propane  Consumers  Coalition 

mo  North  Glebe  Road,  Suite   610 

Arlington,    VA      22201 

(703)   522-1324 

June  23,  1994 

Honorable  Philip  R.  Sharp 

Chairman,  Energy  and  Power  Subcommittee 

Energy  and  Commerce  Committee 

331  Ford  House  Office  Building 

U.S.  House  of  Representatives 

Washington,  DC  20515 

Dear  Mr.  Chairman: 

I  would  like  to  thank  you  for  the  opportunity  to  testify  before  the  Energy  and  Power 
Subcommittee  on  June  8  regarding  H.R.3546,  the  Propane  Education  and  Research  Act  (PERA). 
While  I  believe  my  testimony  and  the  dialogue  during  the  question  and  answer  period  provide  a 
clear  record  of  the  position  of  the  Propane  Consumers  Coalition  on  PERA,  subsequent  articles  in 
the  energy  trade  press  (see  attached)  have  led  me  to  believe  that  the  message  did  not  come 
through  as  clearly  as  I  had  hoped. 

Therefore,  I  would  like  to  state  for  the  record  the  following: 

The  Propane  Consumers  Coalition  opposed  the  original  version  of  H.R.3546. 

Through  the  good  offices  of  Rep.  Tauzin,  a  series  of  consumer  protection  amendments  to 
PERA  were  drafted  and  agreed  to  by  proponents  of  the  bill  and  the  Propane  Consumers 
Coalition.  We  endorse  the  Tauzin  amendments  and  call  upon  the  Energy  and  Power 
Subcommittee  to  incorporate  them  into  H.R.3546  when  it  is  marked  up. 

With  the  Tauzin  amendments  incorporated  into  PERA,  the  Propane  Consumers 
Coalition's  position  on  the  bill  changes  from  opposition  to  neutrality. 

I  respectfully  request  that  this  letter  be  included  as  part  of  the  record  of  the  June  8,  1994  hearing 
on  H.R.3546  as  an  addendum  to  my  written  statement. 


Very  sincerely  yours, 


'James  M.  Childress 
Enclosures 
cc:        Members,  Energy  and  Power  Subcomriiittee 
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Mr.  Sharp.  Thank  you  very  much. 

Mr.  Haliburton,  we  would  be  happy  to  hear  from  you  now. 

STATEMENT  OF  BILL  HALIBURTON 

Mr.  Haliburton.  Thank  you,  Mr.  Chairman,  for  inviting  me  to 
speak  today.  I  am  Bill  Haliburton,  vice  president  of  Trident  NGL, 
Inc.  I  am  also  past  president  of  the  Gas  Processors  Association  and 
chairman  of  the  ad  hoc  committee  on  the  Propane  Education  and 
Research  Act. 

The  GPA  has  approximately  150  members  that  deliver  gas  to 
processing  plants  for  the  removal  of  natural  gas  liquids.  The  mem- 
bership of  GPA  represents  about  90  percent  of  those  people  that 
process  natural  gas  for  the  removal  of  the  liquids. 

I  have  prepared  written  testimony  that  has  been  submitted  so 
that  I  will  briefly  try  to  summarize  the  major  points  of  my  testi- 
mony. The  first  point  is  that  there  is  a  need  for  additional  research 
and  development,  safety,  education  and  training,  including  market- 
ing. 

The  first  GPA  meeting  I  attended  as  a  young  man  some  30-plus 
years  ago  in  Tulsa,  Oklahoma,  the  subject  on  the  agenda  was  flame 
cultivation.  It  was  a  technology  at  that  time  that  was  proven  but 
had  not  been  developed  to  the  point  of  being  commercialized.  It  is 
interesting  to  me  some  30-plus  years  later  to  see  we  are  still  mak- 
ing an  effort  to  address  those  things  that  have  been  known  but 
unexploited  technologies  of  the  past. 

It  is  clear  that  we  need  to  improve  energy  efficiency  of  the  cur- 
rent markets,  such  as  com  drying  and  propane  heat  pumps  that 
are,  again,  proven  technologies  that  just  need  additional  develop- 
ment. We  believe  that  a  better  informed  consumer  can  make  better 
choices. 

My  second  point  is  that  propane  is  a  secure  domestic  source  of 
energy.  Ninety  percent  of  the  propane  we  consume  in  the  United 
States  is  produced  in  the  United  States.  Ninety-seven  percent  is 
produced  in  north  America.  Of  the  90  percent  produced  in  the  Unit- 
ed States,  some  52  percent  is  produced  by  processing  natural  gas. 
The  balance,  48  percent,  is  produced  at  refineries. 

My  third  point  is  that  the  program  is  based  on  industry  members 
assessing  a  fee  on  themselves,  not  asking  for  a  tax  or  a  handout. 

The  fourth  point  is  that  the  program  contains  good  controls  since 
it  requires  %  majority  of  both  the  producers  and  marketers  to  set 
the  program  in  motion.  And  as  spoken  to  by  the  earlier  speakers, 
it  provides  oversight  of  the  Department  of  Energy.  The  principals 
for  management  by  the  council  are  composed  of  producers,  retailers 
and  the  public,  with  an  opportunity  for  additional  public  comment. 

Our  conclusion  is  that  H.R.  3546,  including  the  amendments  that 
have  been  spoken  to  today,  is  the  vehicle  for  the  propane  industry 
to  better  serve  its  customers,  while  at  the  same  time  we  believe 
that  it  is  Congress'  expectation,  as  stated  at  the  outset  by  the 
chairman,  that  we  need  to  improve  energy  efficiency  and  make  en- 
vironmental improvements  and  reduce  our  dependence  on  foreign 
sources  of  energy. 

We  urge  a  favorable  vote  on  H.R.  3546,  including  the  amend- 
ments that  have  been  spoken  to. 

[The  prepared  statement  of  Mr.  Haliburton  follows:] 
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Statement  of  the  Gas  Processors  Association 

before  the  Subcommittee  on  Energy  &  Power 

on  H.R.  3546,  The  Propane  Education  &  Research  Act 


Mr.  Chairman:  I  am  Bill  Haliburton,  Vice  President  of  Trident  NGL,  Inc.  speaking 
for  the  Gas  Processors  Association.  I  am  past  president  of  the  GPA  and  serve  as  Chairman 
of  the  GPA  Ad  Hoc  Committee  on  the  Propane  Education  &  Research  Act,  known  to  us 
as  PERC. 


GPA  has  participated  with  the  National  Propane  Gas  Association  for  three  years  to 
develop  a  propane  education,  research,  and  safety  program.  We  completely  support 
Representative  Tauzin's  bill,  H.  R.  3546. 

The  Gas  Processors  Association  (GPA)  is  a  trade  association  comprising 
approximately  150  member  companies  engaged  in  the  production,  gathering,  treating, 
processing,  transporting,  and  storage  of  natural  gas  and  natural  gas  liquids  (NGLs),  which 
includes  ethane,  propane,  butane  and  natural  gasoline.  Collectively,  GPA  member 
companies  operate  approximately  700  domestic  natural  gas  processing  plants;  process  about 
90%  of  all  domestic  natural  gas;  and  account  for  90  percent  of  all  domestic  NGL 
production. 

BACKGROUND  ON  PROPANE  MARKETS 


As  producers,  GPA  members  supply  natural  gas  liquids  including  propane  to  a  variety 
of  markets  such  as  refiner)',  petrochemical,  industrial,  and  utility  markets.  We  also  supply 
the  retail  propane  market  that  includes  farms,  homes  and  businesses.  The  perspective  and 
concerns  of  our  different  customers  are  important  to  us. 
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Propane  is  produced  in  a  natural  gas  processing  plant  by  removing  it  from  natural 
gas.  These  plants  furnish  about  52%  of  domestic  propane  production;  the  remaining  48% 
comes  from  crude  oil  refining.  Approximately  90%  of  our  propane  comes  from  the  U.S.  and 
about  97%  comes  from  North  America  making  it  a  secure  domestic  energy  source. 

Propane  market  share  consists  of  about  41%  chemical  feedstock,  32%  residential,  8% 
agricultural,  11%  industrial,  3%  engine  fuel  with  utility  and  other  uses  making  up  the 
remainder. 

Each  of  these  markets  has  its  own  demand  cycle.  The  retail  propane  market  has 
traditional  peaks  and  valleys  with  rapidly  raising  demand  starting  with  the  fall  crop  drying 
season  leading  into  the  winter  heating  season.  Demand  quickly  drops  in  the  spring.  Many 
retail  propane  companies  report  that  they  sell  three  times  as  much  propane  in  the  winter 
as  they  sell  in  the  summer. 

The  petrochemical  market  has  its  own  demand  cycles  based  on  down  stream  demand 
for  their  products  such  as  plastics  and  specialty  chemicals.  Additionally,  many  petrochemical 
plants  have  the  capability  of  using  alternative  feedstocks  including  other  natural  gas  liquids 
such  as  ethane  and  butane;  or  crude  oil  based  feedstocks  such  as  gas  oil  and  distillates. 
Feed  slate  selection  is  based  on  petrochemical  plant  economics  including  plant  performance 
and  relative  value  of  feedstocks  along  with  the  mix  and  value  or  demand  for  the  products 
each   feedstock  produces. 

PROPANE  SUPPLY 

As  producers  we  believe  that  propane  will  be  in  good  supply  in  the  future.  This  is 
true  for  both  domestic  and  foreign  supplies  of  propane.  This  view  fits  with  the  position  of 
the  Department  of  Energy  that  the  propane  market  can  support  growth  in  the  future. 
During  this  last  winter  natural  gas  processing  plants  were  shut  down  because  of  lack  of 
demand  for  propane  and  other  natural  gas  liquids. 

If  there  are  present  or  projected  future  problems  with  propane  supply,  they  are 
related  to  the  demand  cycle  and  transportation  and  distribution  problems  that  are  caused 
by  short  term  demand  peaks. 

This  cyclical  market  means  that  a  great  deal  of  capital  equipment  is  under  utilized 
much  of  the  year.  The  same  equipment  is  subject  to  great  demand  for  a  few  weeks  per 
year.  These  cyclical  problems  exist  in  other  industries  such  as  natural  gas  and  we  are 
seeking  similar  remedies  to  lower  peaks  and  raise  valleys  in  demand. 

The  Propane  Education  &  Research  Act,  H.R.  3546,  is  an  important  step  to  help 
industry  deal  with  this  issue.  Through  the  development  of  more  year  round  markets  and  the 
strengthening  of  existing  markets,  the  propane  infrastructure  from  point  of  production  to  the 
consumer  will  become  better  developed  and  will  have  increased  capability  of  handling  short 
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term  peaks. 


From  a  producer  viewpoint,  we  will  meet  the  needs  of  the  retail  market  no  matter 
what  the  particular  use  for  the  propane.  We  believe  that  there  is  potential  to  develop  a 
stronger  residential  market  through  research  which  can  develop  propane  heat  pump,  air- 
conditioning  and  other  technologies.  Closer  cooperation  with  builders  and  developers  can 
lead  them  to  offer  propane  homes  as  a  cost  saving  alternative  to  total  electric  homes.  As 
tighter  environmental  regulations  hit  the  agriculture  industry,  we  see  the  potential  of  a 
growing  market  for  propane  flame  cultivation  as  an  environmentally  sound  alternative  to 
herbicides.  Finally,  there  will  be  opportunity  for  growth  in  propane  engine  fuel  due  to  the 
Clean  Air  Act  and  Energy  Policy  Act  of  1992. 

THE  NEED  FOR  H.R.  3546 

It  is  unlikely  that  any  one  company  will  be  willing  to  invest  the  funds  required  to 
develop  the  technology  to  serve  these  market  opportunities.  We  have  seen  from  our 
experience  that  voluntary  support  works  for  a  while,  but  that  even  large  companies  are 
unwilling  to  carry  the  load  for  an  entire  industry.  H.R.  3546  is  designed  to  serve  the 
common  good,  with  both  producers  and  marketers  participating. 

The  Federal  government  has  a  long  history  of  supporting  traditional  forms  of  energy 
such  as  petroleum,  natural  gas,  coal,  electricity  and  nuclear;  it  has  also  supported 
experimentally  or  future  oriented  energies  such  as  wind,  solar,  and  biomass.  To  our 
knowledge  propane  is  the  only  form  of  energy,  used  by  millions  of  people  that  has  never 
benefited  from  a  significant  government  program. 

This  legislation  represents  a  proactive  approach  to  dealing  with  problems  by  finding 
innovative  solutions.  The  propane  industry  is  not  asking  for  government  grants  or  the 
creation  of  a  government  bureaucracy  to  serve  our  interests.  We  are  asking  for  help  in 
creating  an  organization  to  provide  research  &  development,  training,  safety  and  consumer 
information  that  is  not  funded  by  tax  dollars. 

With  this  request  we  know  that  there  must  be  an  assurance  that  the  public  interest 
will  be  served.  Therefore,  we  have  adopted  the  model  of  the  agricultural  check  off 
programs  that  have  proven  successful  over  many  years.  We  will  have  oversight  and  budget 
approval  by  the  Secretary  of  Energy.  The  Secretary  will  appoint  the  Council  that  will  be  the 
board  of  directors  of  the  propane  organization.  We  have  set  aside  three  seats  for  public 
representation  on  the  Council.  Finally,  we  have  set  administrative  cost  caps  on  the  Council 
and  on  the  Department  of  Energy;  we  want  the  funds  to  go  to  programs  and  not  to  staff. 

From  our  perspective,  we  believe  that  HR  3546  offers  the  best  opportunity  to  build 
the  industry  in  a  way  that  must  be  supported  by  both  producers  and  marketers.  In  no  way 
is  this  program  is  being  forced  on  industry.  Industry  is  only  asking  for  the  opportunity  to 
put  this  program  up  to  a  vote  of  our  fellow  industry  companies. 
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As  a  producer  trade  organization,  We  can  tell  you  that  we  believe  the  decision  on 
how  to  vole  will  be  carefully  and  thoughtfully  considered  by  our  member  companies. 
Producers  will  carry  a  significant  administrative  responsibility  in  the  collection  of  the 
assessment.  They  will  want  to  know  exactly  how  these  funds  are  being  spent.  Many  of  our 
member  companies  participate  in  the  activities  of  the  Gas  Research  Institute  and  are 
familiar  with  the  workings  of  an  industry  self-help  program.  Currently  the  Gas  Processors 
Association  and  the  Gas  Research  Institute  participate  in  joint  research  projects. 

GPA  has  many  member  companies  with  natural  gas,  refining  and  chemical 
businesses  that  are  much  larger  than  the  propane  segment  of  their  business.  These 
companies  will  have  the  opportunity  to  examine  this  program  as  part  of  their  overall 
business  before  they  decided  to  support  it.  The  basic  reason  that  they  will  decide  to  support 
is  a  belief  that  this  program  can  help  build  the  propane  industry  without  harming  other 
business  interests. 

There  has  been  some  criticism  of  H.R.  3546  stating  that  it  will  create  such  a 
tremendous  surge  in  demand  that  supplies  will  be  inadequate.  That  is  simply  not  the  way 
that  markets  work.  First,  a  few  million  dollars  is  not  going  to  fundamentally  change  the 
economics  of  a  multi-billion  dollar  industry.  Propane  has  always  been  a  supporting  player 
in  the  energy  picture  dominated  by  motor  gasoline,  distillate  and  natural  gas.  We  believe 
that  propane's  place  will  always  be  related  to  the  value  of  other  energy  sources  such  as 
crude  oil. 


CONCLUSION 

Congressional  enactments  such  as  The  Energy  Policy  Act  of  1992  have  set  tough 
standards  for  energy  efficiency  and  for  environmental  improvement.  Congress  expects  the 
private  sector  to  participate  in  these  decisions  and  in  sharing  the  costs  of  reaching  these 
goals.  We  believe  H.R.  3546  is  the  vehicle  for  allowing  the  propane  industry  to  step  up  to 
the  table  and  carry  its  share  of  the  burden. 

Much  of  the  activity  will  focus  on  helping  the  consumer  save  energy  and  save  money. 
We  believe  that  PERC  will  allow  us  to  show  the  consumer  the  superior  benefits  of  propane 
in  a  way  that  will  reduce  their  energy  costs,  improve  safety  and  which  will  help  us  build  our 
industry.  PERC  is  a  win-win  for  consumers  and  for  the  propane  industry.  We  urge  a 
favorable  vote  on  H.R.  3546. 
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Mr.  Sharp.  Thank  you  very  much. 

Mr.  Culver,  we  are  happy  to  hear  from  you  now. 

STATEMENT  OF  PAUL  CULVER 

Mr.  Culver.  Good  morning,  Mr.  Chairman. 

I  am  Paul  Culver,  manager  of  energy  operations  for  Farmland 
Industries.  I  would  like  to  express  agriculture's  sincere  thanks  to 
you  and  your  fellow  committee  members  for  considering  this  piece 
of  legislation  that  will  continue  to  position  agriculture  to  enter  a 
safe,  energy  efficient  and  environmentally  friendly  21st  Century. 

I  would  also  like  to  extend  our  sincere  thanks  to  Congressman 
Tauzin  for  his  tireless  efforts  and  promotion  of  this  legislation. 

Farmland  Industries  is  the  largest  farmer-owned  cooperative  in 
the  United  States.  We  are  comprised  of  approximately  1,300  voting 
member  cooperatives  located  in  21  States.  These  member  coopera- 
tives report  a  combined  membership  of  1.1  million  farmer-ranchers. 
Recognizing  the  potential  benefits  to  agriculture,  organizations 
owned  by  the  more  than  a  1.5  million  U.S.  farmers  have  endorsed 
the  propane  check-off,  along  with  Farmland  Industries,  fellow  co- 
operatives, Sanix,  Agway,  Chalmers  Co-op  Elevator  Company,  and 
American  Pride  Cooperative  have  supported  the  program,  and  I 
submit  for  the  record  letters  of  their  position. 

I  would  also  like  to  submit  for  the  record,  Mr.  Chairman,  a  short 
document  on  the  benefits  of  the  propane  check-off  to  the  agri- 
culture industry,  drafted  by  the  leading  cooperatives  in  the  United 
States. 

Mr.  Sharp.  Without  objection,  that  will  be  made  part  of  our 
record. 

Mr.  Culver.  Thank  you. 

Like  the  Gas  Research  Institute,  which  estimates  that  its  con- 
sumers receive  $4  in  benefits  for  every  dollar  expended,  the  pro- 
pane check-off  will  have  substantial  benefits  for  the  agriculture 
community.  Specific  benefits  to  the  community  will  include  more 
efficient  equipment.  Much  of  the  equipment  used  in  agriculture  is 
based  on  old  technology  and  is  not  as  efficient  as  a  technology  de- 
veloped for  smaller  residential  uses.  We  expect  more,  even  a  mar- 
ginal 1  percent  improvement  in  equipment  efficiency  would  be  a 
tremendous  benefit  to  the  agriculture  community. 

New  technologies:  Aside  from  making  existing  equipment  more 
efficient,  the  propane  check-off  could  lead  to  development  and  use 
of  new  or  currently  experimental  technologies.  For  example,  with 
a  minimal  amount  of  research,  organic  flaming  using  propane  can 
become  a  viable  and  environmentally  sensible  approach  for  weed 
and  pest  control. 

Having  experienced  17  years  on  a  local  cooperative  in  north 
central  Iowa,  I  truly  understand  the  value  of  going  out  to  a 
consumer  at  2  a.m.  on  a  Sunday  morning  to  reestablish  the  oper- 
ation of  their  propane  equipment.  New  research  and  development, 
I  believe,  will  help  further  the  effectiveness  of  the  equipment  to  the 
end  user  in  rural  America. 

Pricing  supply  is  a  critical  propane  issue  for  the  agricultural 
community.  H.R.  3546  will  help  create  a  stable  demand  for  propane 
by  increasing  loads  during  spring  and  summer.  More  stable  year- 
round  demand  for  propane  leads  to  more  stable  prices. 
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In  addition,  increased  off  peak,  the  spring  and  summer,  demand 
for  propane  will  also  create  an  incentive  to  invest  in  the  propane 
infrastructure,  which  does  not  exist  today. 

Development  of  the  propane  infrastructure  is  the  single  most  im- 
portant factor  in  ensuring  that  propane  supplies  can  be  distributed 
to  all  users  during  the  periods  of  peak  demand. 

While  we  believe  that  the  propane  check-off  will  lead  to  more  sta- 
ble year-round  demand  for  propane  and  therefore  more  stable 
prices,  we  also  believe  that  the  safety,  education,  and  training  com- 
ponents of  the  propane  check-off  could  lead  to  lower  prices  for  all 
propane  consumers. 

Currently,  insurance  costs  for  propane  run  from  3  to  5  percent 
of  the  total  cost  to  the  consumer.  The  largest  insurance  company 
in  the  propane  business  has  endorsed  PERC  due  to  its  emphasis 
on  safety,  education  and  training. 

I  would  like  to  thank  the  Propane  Consumers  Coalition  for  their 
support  for  the  end  user,  rural  America,  and  the  agriculture  com- 
munity. 

Sixty  years  ago.  Congress  sought  to  help  America  get  electricity 
and  established  the  rural  electric  program.  PERC  is  the  first  en- 
ergy program  in  many  years  that  will  provide  targeted  and  mean- 
ingful benefits  to  rural  energy  users.  And  PERC  will  do  it  at  no 
cost  to  the  Federal  Government. 

We  urge  every  member  of  the  committee  to  support  this  legisla- 
tion. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  and  attachments  of  Mr.  Culver  follow:] 
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Farmland 


Petroleum 


Farmland  Industries.  Inc. 

Posl  Ollice  Bo.  ;305 
Kansas  Cily  Missouri  64116  OUUS 
Telephone   816  459  6000 
Facsimile  B16  459  59?? 


June  8.  1994 

STATEMENT  OF  FARMLAND  INDUSTRIES 

BEFORE  THE  HOUSE  SUBCOMMITTEE  ON  ENERGY  AND  POWER 

ON  H.R.  3546,  THE  PROPANE  EDUCATION  AND  RESEARCH  ACT 

MR.  CHAIRMAN:  I  am  Paul  Culver.  Manager  of  Energy  Operations  for  Farmland 
Industries.  Incorporated  in  Kansas  City,  Missouri  Today,  I  am  speaking  on  behalf  of 
Farmland  Industries  in  support  of  H.R  3546  which  will  establish  a  check  off  program  for  the 
propane  gas  industry. 

Farmland  is  the  largest  farmer-owned  cooperative  in  the  United  States  We  are 
compnsed  of  1,298  voting  member  cooperatives  located  in  21  states  These  member 
cooperatives  report  a  combined  membership  of  1  1  million  farmer-ranchers  In  addition,  there 
are  200  non-voting  associate  cooperatives  and  more  than  1 500  livestock  producers  This  total 
membership  does  business  in  28  states  and  6  foreign  countries 

Farmland  provides  products  needed  by  agricultural  producers  to  grow  crops  and 
livestock  including  fertilizer,  agricultural  chemicals,  feed,  petroleum  (including  propane)  and 
information.  Internationally,  Farmland  markets  meat,  grain,  feedstuffs,  lubricants  and  fertilizer 
worldwide. 

Propane  gas  is  one  of  the  most  widely  used  fuels  in  rural  American.  Over  15  million 
farms,  half  of  all  farms,  use  propane  gas.  Agricultural  uses  account  for  about  7%  of  all 
propane  use. 

CHECK  OFF  PROGRAMS  PROVIDE  PROVEN  BENEFITS 

Our  farmer  owners  are  familiar  with  and  many  participant  in  state  and  Federal 
commodity  check  off  programs.  As  independent  minded  people,  we  prefer  to  find  ways  to 
help  ourselves  rather  than  by  seeking  government  handouts.    In  check  off  programs  the 
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government  assists  industry  by  authorizing  the  industry  to  develop  their  own  programs  to 
serve  the  marketplace 

The  check  off  concept  is  well  proven  and  that  is  one  reason  why  our  members  have 
been  attracted  to  the  concept  for  the  propane  gas  industry  There  is  a  great  deal  of  legal 
precedent  for  establishing,  operating  and  overseeing  the  operations  of  a  check  off  Even 
though  the  propane  check  off  will  be  a  new  activity  for  the  Department  of  Energy,  we  believe 
that  they  could  learn  by  talking  with  the  Department  of  Agriculture  about  how  the  oversight  role 
IS  performed  In  addition,  the  DOE  has  institutional  experience  working  with  the  Gas 
Research  Institute,  another  industry  self-help  program 

In  the  agricultural  markets  the  check  off  programs  have  led  the  way  in  providing 
research  and  development  to  bring  healthier,  low  fat  meats  to  the  marketplace  New  food 
products  have  been  funded  by  check  off  dollars  Far  from  being  mere  promotional  entities  the 
check  offs  provide  comprehensive  services  benefiting  consumers  and  farmers. 

PROPANE  AND  RURAL  AMERICA 

Farmland  is  looking  ahead  to  the  21st  century  and  is  working  to  develop  the  service 
infrastructure  in  rural  America  The  consumer  needs  to  see  propane  as  a  safe  and 
environmentally  friendly  fuel.  In  recent  years  the  propane  market  has  experienced  price 
spikes  due  to  distribution  problems.  These  spikes  were  not  the  result  of  lack  of  supply,  but 
rather  the  inability  to  move  the  propane  to  where  the  demand  was  the  greatest  This  caused 
increased  cost  for  agricultural  production  such  as  crop  drying  and  livestock  heating. 
Sometime  these  spikes  are  felt  particularly  hard  in  one  community  or  region. 

It  IS  our  belief  that  the  Propane  Education  and  Research  Council  (or  PERC)  will 
stimulate  the  industry  to  reinvest  in  building  infrastructure  and  in  making  the  distribution 
system  more  efficient.  A  vital  market  draws  in  capital  investment  while  static  or  declining 
markets  discourage  investment.  PERC  is  a  key  factor  in  letting  the  consumer  know  that  we 
want  to  grow  with  them. 

At  the  core  of  PERC  activities  will  be  safety,  education  and  training  which  will  benefit 
everyone.  Rural  America  needs  an  industry  that  is  willing  to  invest  in  training  its  people  for 
permanent  jobs  in  rural  America;  the  propane  industry  is  stepping  up  to  meet  that  challenge 
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with  PERC 

Agricultural  consumers  will  benefit  from  increased  research  and  development  of  more 
efficient  equipment  and  appliances  such  as  crop  dryers,  husbandry  heating  equipment,  and 
potential  utilization  in  weed  control  Much  of  the  technology  used  in  agricultural  applications 
is  decades  old;  even  a  small  increase  in  efficiency  will  result  in  substantial  cost  savings  This 
will  help  keep  overall  production  costs  down  and  result  in  safer,  cleaner  burning  appliances 

HR  3546  SPECIFICALLY  SERVES  AGRICULTURAL  NEEDS 

From  the  development  of  the  PERC  legislation,  the  interests  of  rural  and  farm  users  has 
been  part  of  the  PERC  discussion  Recent  amendments  to  the  bill  have  been  worked  out  that 
will  make  a  specific  commitment  of  funds  to  serve  agricultural  needs  In  addition,  we  are 
pleased  to  see  that  farmers  will  be  actively  considered  to  serve  as  public  members  of  the 
PERCouncil  representing  propane  consumers. 

We  are  aware  of  the  criticism  that  has  been  leveled  at  H  R  3546  claiming  that  it  would 
only  stimulate  a  motor  fuel  market  that  would  draw  propane  away  from  farm  and  residential 
users  We  have  never  accepted  that  argument  and  have  always  believed  that  PERC  will  be 
committed  to  traditional  markets  and  users.  Instead  of  harming  users,  PERC  will  be  that 
catalyst  that  spurs  new  infrastructure  development  and  innovative  technologies  for  end  users 
of  propane.  Farmland  would  never  support  any  legislation  that  would  threaten  our  core 
business;  our  success  or  failure  is  directly  tied  to  how  well  we  serve  the  farmer  and  rural 
citizen. 

Sixty  years  ago,  Congress  sought  to  help  rural  America  get  electricity  and  established 
the  rural  electric  program  PERC  is  the  first  energy  program  in  many  years  that  will  provide 
targeted  and  meaningful  benefits  to  rural  energy  users  And  PERC  will  do  it  at  no  cost  to  the 
Federal  government!   We  urge  every  member  of  the  Committee  to  support  this  legislation. 
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BENEFITS  OF  THE  PROPANE  CHECK  OFF 
TO  THE  AGRICULTURE  INDUSTRY 


The  propane  industry  is  committed  to  ensuring  that  the  propane  check  off  (H.R.  3546)  is 
beneficial  to  the  agriculture  community.  Agriculture  is  a  major  segment  of  the  propane  marketplace 
accounting  for  7-8  percent  of  all  propane  consumed  in  the  United  States.  In  many  regions,  farmers  are 
the  principle  customers  of  local  propane  marketers.  The  propane  check  off  is  intended  to  provide 
propane  consumers  with  substantial  benefits.  Like  the  Gas  Research  Institute,  which  estimates  that  its 
consumers  receive  $4  in  benefits  for  every  dollar  expended,  the  propane  check  off  will  have  substantial 
benefits  for  the  agriculture  community. 

Recognizing  the  potential  benefits  to  the  agriculture  industry,  organizations  owned  by  more  than 
1.5  million  U.S.  farmers  have  endorsed  the  propane  check  off.  These  groups  include  Farmland  (1 . 1 
million  farmer  members),  Cenex  (320,000  farmer  members),  Agway  (90,000  farmer  members),  Farmers 
Co-op  Elevator  Co.  (900  members),  American  Pride  Co-op  (6,000  members). 

Specific  benefits  to  the  agriculture  commimity  will  include: 

More  Efficient  Equipment:  Much  of  the  equipment  used  in  agriculture  is  based  on  old  technology  and  is 
not  as  efficient  a  technology  developed  for  smaller,  residential  uses.  While  we  expect  more,  even  a 
marginal  one  percent  improvement  in  equipment  efficiency  would  be  of  tremendous  benefit  to  the 
agriculture  community. 

New  Technologies:  Aside  from  making  existing  equipment  more  efficient,  the  propane  check  off  could 
lead  to  the  development  and  use  of  new  or  currently  experimental  technologies.  For  example,  with  a 
minimal  amount  of  research,  organic  flaming  using  propane  can  become  a  viable  and  environmentally 
sensible  approach  for  weed  and  pest  control. 

Development  of  Propane  Infrastructure:  Price  and  supply  are  two  critical  propane  issues  for  the 
agriculture  community.  H.R.  3546  will  help  create  a  more  stable  year-round  demand  for  propane  by 
increasing  loads  during  spring  and  summer  (from  new  uses  such  as  the  propane  heat  pump).  More  stable 
year-round  demand  for  propane  leads  to  more  stable  prices.  In  addition,  increase  off-peak  (spring  and 
simimer)  demand  for  propane  will  also  create  an  incentive  to  invest  in  the  propane  infrastructure  which 
does  not  exist  today  (since  the  facilities  lay  virtually  idle  during  off-peak  periods).  Development  of  the 
propane  infrastructure  is  the  single  most  important  factor  in  ensuring  that  propane  supplies  can  be 
distributed  to  ail  users  during  periods  of  peak  demand. 

Lower  Propane  Cost:  While  we  believe  that  the  propane  check  off  will  lead  to  more  stable  year-roimd 
demand  for  propane,  and  therefore  more  stable  prices,  we  also  believe  that  the  safety,  education,  and 
training  components  of  the  propane  check  off  could  lead  to  lower  prices  for  all  propane  consumers.  The 
largest  insurance  company  in  the  propane  business  has  endorsed  PERC  due  to  its  emphasis  on  safety, 
education  and  training. 
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Mr.  Sharp.  Thank  you  very  much,  Mr.  Culver. 

Propane  has  obviously  been  an  extremely  important  fuel  in  our 
national  economy,  and  yet  in  our  national  debates  it  has  generally 
not  gotten  a  lot  of  attention  in  part  because  it  has  worked  so  well. 
We  are  here  today,  at  Mr.  Tauzin's,  I  think,  very  excellent  urging, 
to  consider  ways  that  it  can  more  effectively  play  a  role  in  our  en- 
ergy markets. 

Ajid,  I  just  wanted  to  double-check  with  Mr.  Childress,  who  rep- 
resents the  group  that  had  expressed  the  greatest  concern  initially 
with  the  check-off  kind  of  approach,  in  a  sense  double-check  his 
testimony.  In  the  very  skilled  work  Mr.  Tauzin  has  done  in  rec- 
ognizing the  various  criticisms  or  concerns  that  have  been  raised, 
he  is  prepared  to  offer  a  series  of  amendments  when  we  mark  up, 
which  if  I  understand  it  correctly,  diminish  the  concerns  of  your 
constituencies  and  they  are  willing  to  see  us  move  forward  if  the 
committee  is  willing  to  adopt  his  proposals.  Is  that  correct? 

Mr.  Childress.  Mr.  Chairman,  I  have  been  dealing  with  energy 
policy  long  enough  to  know  that  no  one  can  read  the  future.  I  re- 
member the  President's  Commission  on  Coal  in  the  late  1970's  and 
the  National  Alcohol  Fuels  Commission  and  synthetic  fuels  and  a 
lot  of  other  things  I  have  been  involved  in.  So  I  can't  sit  here  and 
tell  you  what  will  or  will  not  happen  with  regard  to  PERA. 

I  will  say,  however,  that  with  this  series  of  amendments  that 
have  been  worked  out,  that  our  misgivings  about  the  bill  have  been 
greatly  diminished,  and  we  thank  Mr.  Tauzin  for  that. 

Mr.  Sharp.  Well,  I  appreciate  that.  I  think  many  of  us  will  be 
looking  very  favorably  at  these  proposals,  because  I  think  the  core 
idea  is  a  very  positive  one,  but  we  want  to  make  sure  it  has  the 
appropriate  disciplines  and  the  appropriate  possibilities  so  that  it 
is  not  abused  either  in  the  direction  the  money  goes  or  the  way  it 
is  collected  or  anjrthing  of  the  sort. 

Mr.  Tauzin,  I  am  happy  to  recognize  you. 

Mr.  Tauzin.  Thank  you,  Mr.  Chairman. 

Let  me  express  my  deep  appreciation  to  Mr.  Childress  and  all  of 
you  for  helping  to  work  out  the  amendments  that  we  will  introduce 
at  the  markup  of  the  subcommittee. 

As  you  so  adequately  pointed  out,  they  do  address  the  key  con- 
cerns of  making  sure  the  Secretary  does  monitor  and  has  some  au- 
thority to  make  sure  that  the  program  does  not  adversely  affect 
some  of  the  concerns  in  terms  of  pricing  and  supply  that  are  criti- 
cal to  some  in  your  industry.  I  appreciate  your  work  on  that. 

I  am  also  pleased  that  we  are  able  to  come  to  agreement  on  how 
the  program  terminates,  if  in  fact  it  does  reach  a  point  where  it  has 
served  its  purpose,  or  it  has  reached  a  point  where  the  members 
themselves,  in  either  one  of  the  two  large  groups  represented  here, 
feel  like  it  has  reached  that  point.  The  acceptance  of  the  notion  of 
simple  majority  in  either  one  of  the  categories  which  could  termi- 
nate the  program  is,  I  think,  an  adequate  and  innovative  way  to 
deal  with  some  of  these  concerns. 

So  we  have  got  a  program  that  is  literally  targeted,  as  Mr.  Cul- 
ver has  pointed  out,  to  the  mainstream  customer  uses  of  propane, 
and  does  in  fact  contain  these  systems  by  which  if  things  do  go 
awry,  there  are  means  and  ways  to  deal  with  it.  And  I  am  going 
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to  be  very  pleased  to  offer  those  amendments  as  a  way  of  making 
sure  it  happens. 

I  am  going  to  tell  you  something  that  perhaps  all  of  you  in  the 
room,  with  the  exception  of  Mr.  Moore,  who  is  in  attendance  today, 
may  not  be  aware  of.  I  grew  up  on  a  farm  in  Louisiana,  and  I 
learned  to  drive  a  tractor  long  before  I  learned  to  drive  a  car,  and 
we  lived  on  propane.  Propane  supplied  fuel  for  our  home  for  most 
of  my  experience,  until  natural  gas  came  along.  And  propane  has 
been  a  big  part  of  our  farm  experience. 

When  I  hear  the  farm  community  coming  together  behind  a  pro- 
gram like  this,  it  is  also  very  encouraging  to  me,  because  I  know 
how  important  propane  has  been  on  the  farm.  In  fact,  I  recently 
bought  a  little  farm — I  just  wanted  to  go  back  to  my  roots,  I 
guess — and  I  just  ordered  some  propane  for  it.  So  I  am  back  to 
where  I  was  as  a  youngster,  I  guess. 

The  point  I  am  making  is  that  I  know  the  farm  community,  and 
I  also  represent  one  of  the  biggest  petrochemical  communities  in 
the  Nation,  along  the  Mississippi  River  from  Baton  Rouge  to  the 
Mountain  River.  And  I  know  the  concerns  that  existed.  I  know 
farmers  don't  vote  for  things  that  cost  them  a  nickel  unless  they 
are  pretty  confident  it  has  got  a  return  in  it.  Farmers  are  pretty 
careful  with  their  nickels.  The  fact  that  farmers  and  cooperatives 
across  America  are  uniting  in  support  of  this  program  indicates,  as 
the  chairman  said,  at  its  root  it  is  a  good  idea.  Making  sure  it 
works  well  now  is  our  job,  and  I  want  to  thank  you  for  that. 

Mr.  Culver,  you  pointed  out  Farmland  provides  products  that  in- 
clude agricultural  chemicals,  much  of  which  depend  upon  processed 
propane  fuels. 

Mr.  Culver.  That  is  correct. 

Mr.  Tauzin.  And  you  also  represent  farmers  who  use  propane  di- 
rectly on  the  farm.  So  I  guess  you  represent  the  groups  who  share 
the  concern  that  propane  is  available  to  its  primary  use,  which  is 
processed  fuel  use,  and  to  its  very  important  personal  use,  which 
is  home  on  the  farm,  for  one-half  of  the  farmers  of  America. 

And  you  are  here  saying  this  is  the  right  thing  to  do,  I  take  it? 

Mr.  Culver.  That  is  correct. 

Mr,  Tauzin.  And  that  is  encouraging. 

And,  Mr.  Haliburton,  I  also  represent,  coincidentally,  the  section 
of  the  country  that  gathers  and  produces  more  natural  gas  than 
any  other  State  in  America,  and  so  I  am  keenly  aware  of  the  indus- 
tries that  you  represent  and  the  importance  of  that  industry's  sup- 
port for  a  program  that  deals  with  an  end  product,  the  liquid  sepa- 
rations. And  I  want  to  emphasize,  as  the  chairman  does,  there  is 
strong  support  among  the  gathering  industry,  the  industry  that 
ends  up  separating  the  liquids  from  natural  gas,  for  this  program, 
particularly  because  of  its  emphasis  on  research  and  development; 
is  that  correct? 

Mr.  Haliburton.  Yes,  sir,  that  is  exactly  why  we  are  here  today. 

Mr.  Tauzin.  And  again,  Mr.  Blossman,  I  want  to  thank  you  par- 
ticularly for  being  our  core  support  group  from  the  beginning,  and 
I  urge  your  continued  work  with  us  to  ensure  that  other  members 
of  the  committee  are  aware,  as  Mr.  Childress  has  pointed  out,  that 
there  are  going  to  be  amendments  to  address  some  of  the  concerns 
they  have  heard  about  earlier  and  may  not  be  aware  we  are  pre- 
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pared  to  address,  and  it  is  important  that  communication  occur  be- 
tween this  hearing  and  the  time  of  the  markup  so  we  don't  have 
to  go  back  and  re-answer  a  lot  of  questions.  Again,  I  appreciate 
your  help  and  your  council's  in  that  regard. 

I  guess  the  final  question  I  want  to  ask  you  is,  is  there  a  general 
feeling  that  with  the  amendments  we  are  going  to  propose,  that 
this  program  will  adequately  represent  all  the  players  at  the  table 
today? 

Mr.  Haliburton.  For  the  producing  industry  it  is  my  belief  it 
will  do  so. 

Mr.  Culver.  For  the  farmers  and  the  consumers. 

Mr.  Tauzin.  And  from  the  industry  that  deals  with  propane  and 
propane  production? 

Mr.  Blossman.  The  marketers  of  propane  feel  very  comfortable 
with  this  bill. 

Mr.  Tauzin.  I  thank  you  very  much. 

Mr.  Chairman,  I  again  want  to  express  my  appreciation  for  the 
hearing  and  the  process,  because  as  you  know,  without  a  chairman 
willing  to  move  something  along,  I  have  been  on  panels  when 
chairmen  said,  "No,  it  is  not  going  to  happen",  and  it  never  hap- 
pens. 

Mr.  Sharp  has  been  most  encouraging  in  our  work  to  bring  forth 
the  amendments,  and  I  think  they  are  going  to  hopefully  alleviate 
concerns  that  were  raised,  and  the  fact  that  he  has  called  the  hear- 
ing, and  I  hope  will  call  the  markup  of  the  bill  in  due  time,  I  want 
to  thank  you  again,  Mr.  Sharp. 

Mr.  Sharp.  Well,  thank  you  very  much. 

I  certainly  want  to  applaud  Mr.  Tauzin's  effort.  In  his  customary 
way,  he  has  been  very  thorough  on  the  substance,  and  checked  the 
ideas  very  broadly  with  the  participants  in  the  economy,  so  it 
makes  our  job  relatively  easy  when  it  comes  time  to  move  this  kind 
of  legislation.  And  certainly  we  will  be  moving  forward  very  quick- 

ly. 

The  distinguished  gentleman  from  Idaho,  Mr.  Crapo. 

Mr.  Crapo.  Thank  you,  Mr.  Chairman.  Just  a  couple  of  quick 
questions. 

The  first  one  I  had  is,  has  anybody  estimated  the  amount  of 
money  that  the  check-off  fee  will  collect?  Do  we  have  that  figured 
out? 

Mr.  Blossman.  I  could  speak  to  that,  perhaps.  Roughly  $8-  to  $9 
million. 

Mr.  Crapo.  I  just  want  to  be  sure  and  hear  one  more  time,  the 
consumers  and  the  marketers,  they  are  in  agreement  with  the  leg- 
islation as  amended,  as  it  has  been  discussed  here  today? 

Mr.  Childress.  Speaking  for  the  consumers,  we  endorse  the  set 
of  amendments  that  Mr.  Tauzin  has  worked  out  for  consumer  pro- 
tection and  accountability  and  oversight  throughout  the  bill. 

Mr.  Crapo.  And  the  marketers? 

Mr.  Blossman.  The  marketers  also  support  those  amendments. 

Mr.  Crapo.  And,  Mr.  Childress,  you  are  representing  basically 
the  industrial  consumers? 

Mr.  Childress.  The  industrial,  the  agricultural,  and  residential 
propane  consumers. 

Mr.  Crapo.  Thank  you,  Mr.  Chairman. 
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Mr.  Sharp.  Thank  you  very  much. 

Gentlemen,  we  appreciate  your  time  and  attention  to  this  matter. 
If  we  have  any  further  questions  prior  to  our  markup,  we  will  cer- 
tainly be  in  touch  with  you. 

Thank  you  very  much. 

[Whereupon,  at  10:55  a.m.,  the  hearing  was  adjourned.] 
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